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Objects of the Taylor Society Incorporated 


The objects of this Society are, through research, discussion, publication and other appro- 
priate means: 

1. To secure—for the common benefit of the community, the worker, the manager and the 
employer—understanding and intelligent direction of the principles of administration and manage- 
ment which govern organized effort for accomplishing industrial and other social purposes. 

2.e To secure the gradual elimination of unnecessary effort and of unduly burdensome toil in 
the accomplishment of the work of the world. 

3. To promote the scientific study and teaching of the principles governing organized effort, 
and of the mechanisms of their adaptations and application under varying and changing conditions. 


4. To promote general recognition of the fact that the evaluation and application of these 
principles and mechanisms are the mutual concern of the community, the worker, the manager and 
the employer. 

5. To inspire in labor, manager and employer a constant adherence to the highest ethical 
conception of their individual and collective responsibility. 3 


Membership 


The membership of the Society comprises \lembers, Junior Members, Honorary Members, 
Life Members, Firm Members, Contributing Members and Student Associates. Application for 
membership should be made on a regular form which may be secured from the Society. New 
members may be elected directly to the grades marked”*. 


1. *Member: An individual interested in the development of the science and the art of management as 
engineer, executive, operative, scientist, investigator or teacher. Minimum age 28. Initiation Fee, 
$15. Annual dues including subscription to the Bulletin, $20. 


2. *Junior Member: A younger member. A Junior Member may become a Member without payment 
of additional initiation fee at 28 years of age and must change to Member at 30 years. Initiation Fee, 
$5. Anpual dues including subscription to the Bulletin, $10. 


For any of the above grades a person engaged in educational work, state service, government serv- 
ice or the service of any other non-commercial enterprise of an eleemosynary nature shall pay one-half 
the initiation fee and one-half the annual dues of the grade to which elected. 


3. Honorary Member: A member elected by the Board of Directors for exceptionally distinguished service in 
the advancement of the science and the art of management. 


4. *Life Member: Any Member who has prepaid all dues by the payment of $500. 


5. *Firm Member: A firm or organization interested in the advancement of the science and the art of 
management which desires to make the service of the Society available to members of its organiza- 
tion. A firm member designates two representatives (who mav be changed from time to time at 
the organization’s discretion) who have all the rights and privileges of membership except the right 
to vote and to hold office. Annual dues, including two subscriptions to the Bulletin, $40. 


3. *Contributing Member: Any individual, firm or organization desiring to promote the work of the So- 
ciety by an annual contribution of $100 or more. A _ contributing member has all the privileges 
personal or firm membership, as the case may be, including one subscription to the Bulletin 
for each $20 contributed. 


7. *Student Associate: A regularly enrolled student of management in any school of engineering, business 
administration, commerce or arts, of collegiate rank, or a graduate of such institution who has applied 
for membership not later than one year after graduation, elected upon recommendation of the instructor 
in charge of management courses. A Student Associate may become a Junior Member, without 
payment of initiation fee. any time after graduation and must become a Junior Member at the age 
‘of 25. Annual dues including subscription to the Bulletin, $3. , 


All dues are payable in advance, either annually or in semi-annual instalments. The fiscal 
year is November 1 to October 31. Members elected other than at the beginning of the fiscal year 
are charged pro rata (quarterly) for the first year. 
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Comment 


E BUILDED better than we knew when, 
V4 on the appearance of “Recent Economic 
Changes” early last summer, we decided to 
make that document the basis of the program of 
the annual meeting in December. What was then 
expected to be simply an analysis of the report 
presumably in the calm atmosphere of contentment 
with a prosperity phase of the economic cycle, 
proved to be an analysis in that atmosphere of con- 
cern which is always generated by the imminence 
of a depression phase of the cycle. 


T WAS a timely moment for consideration of 

that important report, for an analysis of it 

would answer some of the questions raised by 
the collapse of the stock market. On the whole the 
analysis was reassuring. It was perceived that, 
although the collapse of the most extreme orgy of 
speculation that the stock market had ever experi- 
enced was certain to have repercussions throughout 
industry, nevertheless industry as a whole is better 
prepared to face a depression than ever before— 
no general price inflation, a minimum of frozen 
inventories, abundant credit, widely distributed 
purchasing power. For during the decade the 
principles of managerial control which Taylor had 
developed for management of the shop have come 
to be applied to all phases of management of —~ 
prise; and in President Hoover’s National Business 
Survey Conference, even to business as a whole. 
The development of objective expressions of these 
principles is clearly recorded in management his- 
tory. First stage: research, standards and measured 
tasks for the worker at the machine. Second stage: 
research, standards and measured tasks for depart- 
ments (sales schedules, quotas, production sched- 
ules). Third stage: research, standards and mea- 
sured tasks for an entire business (master plans, 
schedules and budgets). Fourth stage (just emerg- | 
ing): research and general plans for industry as a 
whole (“Waste in Industry,” “Recent Economic 
Changes,” National Business Survey Conference). 
In view of this widespread application of scientific 
management during the decade, industry will un- 
doubtedly be able to hold the prospective depres- 
sion down to a mild form; and those individual 
enterprises which exemplify the new type of man- 
agement will meet it confidently. 


$59 

ree 

8 

/ 

: 

ae 

at 

| 

4 

4 

zi 
‘ 

te 4 

wk 

| 

Ws ; 
on) 

4} 

aly 

af’ 

} ul 
4 


Recent Economic Changes 
An Analysis of the Report on Recent Economic Changes of the 


President’s Conference on Unemployment 


By R. W. BURGESS 
Chief Statistician, Western Electric Company, New York 


C¢ *“ECENT Economic Changes in the United 
States,” the two-volume report of a com- 
mittee of the President’s Conference on 

Unemployment, is made up of two parts—the actual 

report of that committee occupying seventeen pages 

and the reports to the committee of a group of 
experts, occupying something over nine hundred 
pages. | 

As the committee includes men of such diverse 
interests as Herbert Hoover, William Green of the 
American Federation of Labor, Owen D. Young, 
Daniel Willard of the Baltimore and Ohio Railroad 
and A. C. Miller of the Federal Reserve Board, its 
conclusions are naturally on very broad lines, as 
the need for brevity and general agreement would 
prevent searching analysis of controversial points. 
Their conclusions, while hardly novel, are never- 
theless significant in that they embody the attitude 
of such leaders of thought and action toward cur- 
rent economic developments in this country. Their 
most significant conclusions from the point of view 
of management include the following: 

Acceleration rather than structural change is 
the key to an understanding of our recent economic 
developments. 

The rising standard of living characteristic of 
the period was widespread and has reached the 
highest level in our national history. 

Investors have invested through the stock ex- 
change not only their savings but also the proceeds 
of loans until a credit stringency has resulted. The 
consequences of this process cannot be measured 
at this time. | 

The principle of high wages and low costs has 
been propounded as a policy of enlightened indus- 
trial practice. 

No prosperous period in the past has shown such 
a striking increase in productivity per man-hour. 

Continuing attention should be devoted to the 
new problem of technological unemployment. 


*Paper presented before a meeting of the Taylor Society, 
New York, December 4, 1929. 


There has been balance between the economic 
forces—not perfect balance but a degree of balance 
which has enabled the intricate machine to pro- 
duce and to serve our people. 

Our situation is fortunate, our momentum is 
remarkable. Yet the organic balance of our eco- 
nomic structure can be maintained only by hard, 
persistent, intelligent effort; by consideration and 
sympathy; by mutual confidence, and by a disposi- 
tion in the several human parts to work in harmony 
together. 

The reports to the committee of the group of 
experts include: 

1. Introduction, devoted largely to historical 
orientation, by Professor Gay. 

2. A group of chapters on particular divisions of 
the economic structure—or “industry groups,” as 
one chapter author terms them—lIndustry (mean- 
ing manufacturing and light and power production), 
Construction, Transportation, Agriculture and 


Money and Credit. 


3. A second group of chapters cross sectioning 
all industry groups on the basis of economic func- 
tions—Consumption and the Standard of Living, 
Labor, Management, Price Movements, Marketing 
and the National Income and its Distribution. 

4. An analytical review by Professor Mitchell. 

Each of these chapters states in compact form 
the results of the most important recent investi- 
gations in its field with an evaluation of their signi- 
ficance. Each chapter was prepared by a specialist 
in that field who secured, in many cases, the assist- 
ance of other specialists for parts of the field. While 
the chapters are of somewhat unequal value from 
the point of view of the business executive, most 
of them well deserve careful study. I wish to call 
attention to the suggestion made by Dr. Person 
that a first reading would most advantageously 
include the Report of the Committee, the Intro- 
ductory and the Review Chapters and the Sum- 
maries at the end of the other chapters. 

The analysis in this paper and probably also the 
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study which most executives will find profitable, 
will proceed by selecting from several chapters the 
material bearing on certain general business prob- 
lems rather than by attempting to abstract the 
chapters or go through them in order as written. 
Some of the material from the point of view of 
the problems of business drops into the background 
as contributory primarily to scientifically accurate 
description or wise governmental regulation, rather 
than to management of business and industry. 
Since the emphasis of the business man, moreover, 
is on the future, using the present merely as a 
Starting point, it is appropriate for our discussions 
to magnify anything in the chapters which is of 
the nature of significant forecast. 

The following are some of the major business 
problems on which, it seems to me, the report 
throws valuable light: 

1. Does the general economic condition of this 
country furnish a sound background for vigorous 
expansion by companies attuned to modern con- 
ditions? Have conditions really improved in the 
period 1922 to 1927? : 

a. What has been the real increase in output 
per employe? By what means has it been secured? 

b. Has an unsound use of credit in instalment 
selling, stock market speculation, or otherwise, en- 
dangered the economic structure? f 

2. Are large units more effective than small in 
agriculture, manufacturing, transportation and dis- 
tribution? 

3. Granting that larger units are frequently more 
efficient, what are the conditions under which such 
large units can be created by merger of existing 
smaller units with reasonable prospects of success? 

4. What is the importance for a business organ- 
ization of technical, operating, marketing, financial 
and general management research? 


5. What major changes in distribution of pars. 


chasing power have an important bearing on the 
problems of merchandising? 

6. What methods are proving successful in the 
personnel problems of large corporations? 

To return to the first question, briefly—Our 
General Economic Condition—it is obviously im- 
possible to do more at this time than to indicate 
some of the most important material in the report 
bearing on this major question. After the late 
unpleasantness associated with the quotation 
factory at the corner of Broad and Wall Streets, 


BULLETIN OF THE TAYLOR SOCIETY 239 


the fundamental soundness or unsoundness of our 
recent prosperity is one of the most important 
determinants of the future plans of any business 
man. In one sense, of course, it was the major 
purpose of “Recent Economic Changes” to assemble 
the evidence on this question. The general verdict 
of the report, as I get it, is that: 4 

The economic forces at work in the United States 
are in the main well balanced, resulting in a very 
satisfactory economic background for vigorous 
enterprise adapted to the changing needs and 
desires of an enlightened public with unprecedently 
large and increasing purchasing power. On the 
other hand, an enterprise which does not meet a 
recognized need or is not in accord with public 
desires, should recognize that its success depends 
on its changing itself or the desires of the public. 

Economic conditions have notably improved dur- 
ing the period 1922-27. Factory production has 
increased on the average somewhat more than twice 
as fast as the population, the rate of increase in 
certain industries such as automobile and petroleum 
production being far ahead of this rate. Agriculture 
has recovered in considerable measure from the 
post-war slump. Corporate earnings have increased 
sharply and the financial status of most corpora- 
tions is enormously improved as a result, in part, 
of a series of successful years. and, in part, of the 
issue of new securities which remove or much 
reduce the need for temporary assistance from 
banks. Average real wages and real income are 
measurably better, with important improvements 
in the living standards of most of the population. 

But the critic may argue that these changes 
merely reflect the reaction from the 1920-21 depres- 
sion and that the future may see a return to old 
conditions. The answer to this point of view is 
found in a consideration of the reasons for the im- 
provement which are fully discussed in several 
chapters of the report. 

As stated by Professor Mitchell in his review, 
all the partial answers given in the various chap- 
ters may be condensed into one: “Since 1921, 
Americans have applied intelligence to the day’s 
work more effectively than ever before. The old 
process of putting science into industry has been 
followed more intensively than before; it has been 
supplemented by tentative efforts to put science 
into business management, trade-union policy and 
government administration.” 
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One phase of this application of intelligence to 
the day’s work has been technical research, which 


has resulted in a continual improvement in design 
of manufactured commodities and the use of more | 


efficient methods in manufacturing, agriculture, 
transportation, communication and mining. Per- 


haps the kind of gain most characteristic of this 


period has been the result of what may be called 
“operating research” rather than “design research.” 
For instance, the railroads have increased the aver- 
age number of car miles per day by eliminating 
delays to trains by better planning, and have thus 
saved money by having less idle equipment. The 
telephone companies have improved long-distance 


service by introducing the so-called combined line 


and recording method. Many manufacturing in- 
dustries have increased the tempo of their processes 
by the use of mechanical conveyors. Coal mines 
have modified their whole method of operation in 
connection with the introduction of mechanical 
loaders. The construction ,industries have in part 
ironed out the winter slackness by better planning. 
In agriculture, the introduction of the combine has 
made profitable the exploitation of subhumid regions 
that previously were merely cattle ranges, and has 
reduced the time required from harvest to market- 
ing. 

It is true, of course, that each of these improve- 
ments has involved the design and manufacture 
of equipment somewhat different from that pre- 
viously in use, but the motive of the change has 
been to secure economies in operation as much as 
to produce improvements in the final product or 
service. | 

A further major reason for thinking that we have 
really advanced is the willingness of American 
industrialists to install new equipment whenever 
the savings in cost of operation are estimated to 
justify it. While several references in this report 
emphasize the value of labor-saving or time-saving 
machinery, the results of one questionnaire reported 
by Mr. Alford seem to indicate an inadequate appre- 
ciation of what is really required by the free 
scrapping policy. The question reads: “Has your 
company a policy against the purchase of new 


equipment unless the production savings will re- 
turn the initial investment within a definite period? 


If so, what is this period?” 
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quired that their new equipment should return its 
cost through savings in a period of two years or less 
and 64 per cent required that it should pay for 
itself in three years or less. If the question was 
correctly understood, such answers seem to me a 
negation of the accepted progressive American 
policy, or rather, seem to be the answers that are 
given to equipment salesmen rather than the real 
basis for decisions. In my own opinion, the decision 
as to whether or not new equipment will justify 
itself, should rest primarily on (1) its probable 
effective life, allowing for obsolescence and inade- 
quacy as well as wear and tear, and (2) the net 


annual savings in operating cost. The key question 


is: What rate of return per annum will be earned 


on the required new investment in addition to pro- 


viding at an adequate rate for physical and func- 
tional depreciation on the new equipment? The 
line can then be drawn at a certain rate which 
must then be equaled or bettered for a project to 
be approved. 

Let us test the two years or less requirement on 
this basis. Certainly a life of at least four years 
can be counted on for much new equipment, cor- 
responding to a straight-line depreciation rate of 
25 per cent. The two-year rule in such a case 
implies that no new equipment will be bought that 
does not provide a net return of 25 per cent per 
annum on the additional investment. Surely there 


must have been some misunderstanding here; I 


cannot believe that progressive American concerns 
would actually refuse to secure new equipment 
merely because the return on the additional invest- 
ment promised to be only 15 or 20 per cent. The 
limitation to two or even three years looks still 
worse when applied to machinery for which, on 
the average, ten-year life may be expected and a 
10 per cent per annum depreciation rate is there- 
fore adequate. For such equipment an expected 
return on investment of 10 per cent would seem 
to justify the investment if other intangible factors 
also favored it, but in the terms of Mr. Alford’s 
question, this would correspond to a five-year 
requirement for return of the initial investment, and 
the latter period, therefore, seems to be indicated 
as a reasonable minimum limit for the critical point. 
Each case, of course, should be examined on its 
merits. My objection applies to the arbitrary setting 
of a low limit like two or three years to apply in 


Of nearly two hundred replies received in answer | 


to this question, 43.6 per cent of the companies re- all cases. Perhaps I should list the question. What 
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should be the criterion by which the desirability 
of additional investment should be tested? as one 
of the major questions suggested by the Report, 
even if the Report does not contribute much of a 
specific nature, and what it does contribute is mis- 
leading. If there really are many manufacturers 
who are refusing to purchase new equipment which 
would net 15 or 20 per cent on the amount invested, 
it would certainly contribute to the Hoover stab- 
ilization program for them to change their policy. 
To be sure, the machinery people have their capac- 
ity booked up for some months ahead—but there 
would be room later. 

A further reason for believing that conditions 
have really improved is the more enlightened atti- 
tude on the part of organized labor and, in fact, 
of wage-earners in general, endorsing more ex- 
tended use of labor-saving machinery and other 
methods of efficient management. In the well- 
known Baltimore and Ohio plan put into effect in 
the repair shops of that railroad, the union shares 
responsibility for efficiency and output. The Amal- 
gamated Clothing Workers have gone so far as 
to undertake the opening of new units of manu- 
facture and to share the burdens of supervision. 
A growing number of unions have come to a clear 
notion of their stake in the prosperity of the indus- 
try over which they claim jurisdiction. While it 
is easier to point to concrete examples of this 
changed point of view on the part of organized 
labor, it seems clear that most wage-earners have 
shared in something of the same change of attitude. 

Accompanying this underlying approval of more 
efficient machinery and better methods, there is 
naturally some doubt in the minds of many workers 
as to just how they would fare individually if their 
own work should be transformed by some new 
development. The continuance of a constructive 
attitude on the part of labor, therefore, depends on 
making general the accepted policy of progressive 
concerns of transferring satisfactory workers to 
other jobs, if possible, when the old job is scrapped. 
The execution of this policy is facilitated, of course, 
by the nature of modern factory work in that much 
of the ability of a successful worker is transferable 
insofar as that ability consists of readiness to fit 
into the prescribed organization, steady attendance, 
adaptability, and willingness and intelligence re- 
quired to understand and follow instructions. 

Still another reason for the basic improvement 
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in the period 1922-27 is the fact that management 
has accepted the “doctrine of high wages” and 
provided the workers with certain supplementary 
advantages in addition to wages. The “doctrine 
of high wages” may be stated briefly as follows: 

Where an appropriate increase in productivity 
can go along with an increase in wages, the con- 
sequent increase in purchasing power tends to 
reduce cost and to increase wealth, or 

Low labor costs per unit of output may often be 
obtained by putting more money into the employe’s 
weekly pay envelope in return for greater services 
rendered. 

The “doctrine of high wages” as actually prac- 
tised implies no “generosity” to employes but 


merely suitable payment for measured accomplish- 


ment. Such measurement may be associated with 
a gang or individual piece-work system or a task 
and bonus system or simply a system for making 
sure that each workman performs a certain sched- 
uled task, with the pace set in many cases by a 
mechanical conveyor. 

While I am disposed personally to avoid the 
rather vague discussion of the “doctrine of high 
wages,” which seems to imply generosity on the 
part of the employer, or an altruistic desire to in- 
crease purchasing power, it must be admitted that 
many employers may be influenced by such vague 
generalizations to act logically under certain con- 
ditions which might arouse their prejudices. For 
instance, the first reaction of an old-style manager 
on finding a workman’s pay check two or three 
times as large as the average would be to try to 
stop the repefition of such a “waste.” If the 
“doctrine of high wages,” even though imperfectly 
understood, induces such a manager to investigate 
the man’s record of output to make sure that it is 
actually much above the average and then to talk 
grandly about paying high wages to deserving 
employes in order to increase purchasing power, 
then the results are fairly satisfactory even if the 
economic theory is not accurately expressed. _ 

la. The real test of the reality of the improve- 
ment which I have just discussed is the increased 
productivity of labor based on comparison between 
total physical output and number of workers. This 
increase amounted in total to 27 per cent in the 
six years 1919 to 1925—20 per cent in agriculture, 
27 per cent in mining, 34.5 per cent in manufactures 
and 9 per cent in railway transportation. This in- 
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crease reflects changes in the levels of education 
and skill in the working population, the growth of 
capital, the increased use of machinery, the alert- 
ness and ingenuity of management, and scientific 
progress. The measures of productivity are better 
for mining and transportation than for manufactur- 
ing and agriculture, while no satisfactory measures 
for construction are available. The measures found 
are too heavily weighted for raw materials and 
hence underestimate the rise in total output. They 
also cover old industries better than new. The 
apparent increase in total productivity and in the 
productivity in manufacturing reflects in part the 
increasing importance of industries with high pro- 
ductivity. The combination of partial measures on 
the basis of dollar values introduces a danger of 
errors. 

The causes of increased productivity are likely 
in large part to continue to function. These are: 
(1) the greater growth of newer industries (but 
some of these, e.g., automobiles, may decline in 
productivity if demand declines seriously); (2) 
growth of “payment by results”; (3) more sys- 
tematic promotion for merit’; (4) improving rela- 
tions between management and employes; (5) im- 
provement in the industrial arts; (6) greater mech- 
anization of industry. 

We are justified in believing, then, that improve- 
ment in economic conditions in this country is 
verified by the facts as to increase in productivity 
and that continuance of this improvement is prob- 
able because of continued functioning of the causes 
of that improvement. One of the main threats 
against continued progress, however, must be con- 
sidered—instalment selling. The report shows that 
while instalment selling has become an important 
element in certain retail selling, especially of auto- 
mobiles, no large growth seems to have occurred 
after 1923 and the total annual volume of instal- 
ment sales has been running only about 15 per 
cent of all retail sales. The primary cause for the 
changes in the volume of business in these lines 
must be sought elsewhere rather than in instalment 
selling. As instalment transactions are on the 
average about half completed at any particular 
time, the dangerous effects in case of crisis of this 


*These last two items are emphasized more by foreign 
observers than by our own experts who know how difficult 
it is to measure “results” and “merit,” and are not so 
sure we have done it correctly. 
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method of marketing do not seen as serious as 
sometimes thought. 

lb. The dangers of unsound use of credit in the 
stock market were viewed more seriously in this 
report than those likely to result from instalment 
selling. Increased resort to stock issues has pro- 
vided funds for larger concerns, with less need to 
call on the banks for ordinary commercial loans. 
It is possible that in one or more of the following 
directions—long period of business above normal, 
extraordinary large volume of building, of new 
financing, of automobile production, and of con- 
sumption and a huge volume of speculation—an 
unsound economic structure has been built up, the 
dangers of which are not now obvious. Only the 
test of a longer period of time can yield convincing 
results, in the opinion of the writers of the chapter 
on Money and Credit. Other material in the report 
makes it clear that the dangers referred to are 
primarily short-term rather than long-term. 

On the whole, then, examination of fundamental 
economic conditions justifies active expansion plans, 
insofar as they depend on conditions outside the 
particular enterprise. Such is the implication of 
the report, and I can see no flaw in their argument 
important enough to change their conclusions and 
know of no omitted factor which should modify 
that conclusion. 

2. The second main topic in my list, on which 
this report furnishes valuable material, is “Under 
what conditions are large units more effective than 
small in agriculture, manufacturing, railroad trans- 
portation and merchandising?” This topic, under 


slightly different labels, appears on the program 


for full consideration later in Mr. Williams’ paper, 
Thursday morning, on “Is there an optimum size 
of organization?” and in Col. Rorty’s paper, Friday 
evening, on “Preserving individual initiative in a 
large concern,” if I may take the liberty of some- 
what abbreviating a long title. Under the circum- 
stances, it is appropriate at this time merely to 
call attention to certain major points suggested by 
the report without attempting to cover all phases 
of the subject. 

In the section-on Agriculture by E. G. Nourse, 
attention is called to the necessity of larger farm 
units both in the subhumid regions and in the corn 
belt. Wheat farms of four sections in the sub- 
humid regions can be handled by two men equipped 
with modern machinery and the addition of a little 
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seasonal labor.’' Farms of 5,000, 10,000 and even 
50,000 acres are being operated, some of them with 
striking results, in the way of efficiency and low 
unit costs. One reason for these larger farms is 
the nature of the combine, which can operate effi- 
ciently on wheat that has not been beaten down by 
rain and therefore makes regions of low rainfall 


superior from that point of view to what have, 
usually been considered the more favored regions. 


Even in the corn belt, close observers are looking” 
with more and more favor on the 640-acre tract 
rather than the old-time 160 acres as a family farm 
and are even coming to the conclusion that the 
better type of business farmers can, and should 
for maximum efficiency, operate units of 1,000 to 
perhaps 2,500 acres. Such a farm permits reason- 
able specialization of the labor force, a full line of 
modern equipment, and the services of a practical 
manager who devotes his time fully to the super- 
vision of the technical and business operations of 
the farm without himself engaging in much, if any, 
manual labor. There seems seldom to be much 
advantage, however, in units larger than what can 
be supervised in considerable detail by one man; 
that is to say, there seems to be no building up of 
the long chain of supervisors which is character- 
istic of large manufacturing organizations. 

In manufacturing, the plant employing twenty to 
one hundred workers is shown by census figures to 
have held its own much better than is usually 
thought. In 1923, the latest date for which this type 
of summary is available, there were 37,558 such es- 
tablishments, actually more than in any previous 
year, while there were fewer than 1,000 establish- 
ments employing over 1,000 workers apiece. Plants 
employing over 250 workers apiece, to be sure, em- 
ployed slightly more than one-half of all wage- 
earners, but the small establishment shows no 
tendency to disappear. Mr. W. L. Thorp, the 
author of this section, points out that there are 
certain types of industry in which small-scale pro- 
duction is required. They are: (1) industries in 
which products cannot be standardized and estab- 
lishments which make products to suit the differ- 
ing tastes of consumers, such as those producing 
tailored suits, high-grade furniture, art goods and 
finely bound books; (2) industries producing for 
a small market, such as those manufacturing artists’ 
materials and nets and seines; (3) industries in 
which the local market is small and whose product 
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has a high transportation cost (in the manufacture 
of artificial-stone products, or bricks, the activity 
can seldom be on a large scale because of the 
limited local market and the high cost of trans- 


_ portation); (4) industries in which the material 


used is widely scattered and cannot be concentrated 
because of high transportation cost or perishability, 
such as, cheese factories and cider mills; (5) indus- 
tries in which skilled labor is the chief element, 
such as, engraving and job-printing, whose prod- 
ucts are really services rather than commodities. 

In spite of these special cases, the potential 
economies of large-scale production and large-scale 
operation favor the larger unit where the demand 
to be supplied is large, uniformity of product essen- 
tial and transportation cost of raw materials and 
product relatively unimportant. 

In regard to the question of relative costs, Mr. 


Thorp concludes thatfat any given time and with 


any given stage of the industrial arts, there appears 
to be a size of plant which is most efficient. While 
the evidence shows a tremendous increase in size 


of plant during the past few years, and our tech- 


nical advance has pushed the point of diminishing 
returns further up the scale, Mr. Thorp feels sure 
that such a point exists. I leave further discussion 
of the validity of this point of view to Mr. Williams 
tomorrow morning. 

A suggestion is made in the chapter gn Agrr 
culture that some manufacturers tend to distribute 
their plants to towns and villages adjacent to agri- 
cultural land where living is cheaper and the rural 
population can be drawn on for a working force. 
No attempt is made to show under what circum- 
stances such advantages would offset the disad- 
vantages of less-than-carload shipment of raw 
materials and products, of arranging production 
schedules with a scattered group of such factories, 
and of recruiting the necessary specialists. I am 
not sure how much of Mr. Williams’ attention this 
suggestion deserves as it does not seem to reflect 
much of the production executive’s point of view. 

In the field of railroad transportation, it is part 
of the law of the land that larger size of trans- 
portation units will be for the best interests of 
the country. In this case, the larger size is to be 
secured by the unification of what are already rela- 
tively large units. The true objective of rail con- 
solidation is stated to be simplification of rate 
control, but other advantages hoped for are uni- 
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fication of terminals, more efficient use of equipment 
and facilities and economies of other kinds through 
elimination of duplication of effort. 

In merchandising, the larger unit in the form of 
the department store, the mail-order house and the 
chain store, has come to occupy an important and 
prominent place in the period 1919-27. Chain store 
sales in 1927 were over double those in 1929 in the 
case of candy, five and ten cent and drug chains, 
nearly four times as great in the case of grocery 
chains, and over five times as great in the case 
of wearing apparel chains. In some cases, such 
as gasoline distribution, chains are operated by 
manufacturing concerns, an example of increase in 
size of corporate unit by combination of economic 
functions. The advantages of the chain as com- 
pared with the small unit store are partly those 
resulting from large-scale buying power, by which 
concessions can be obtained from the manufacturer, 
and more efficient methods of management and 
operation can be developed for standardized 
merchandise. The success of the mail-order houses 
reflects in part these same factors and in part the 
advantages of catalog merchandising as compared 
with display merchandising. The competition of 
specialty stores selling style goods is felt by mail- 
order houses, chain stores and department stores, 
as personal service seems to be provided more satis- 
factorily by the smaller unit. 

_ Summarizing tentatively the material on size of 
unit, it seems clear that one can determine what 
size of concern and what size of establishment will 
be most efficient for a given purpose only by a 
careful analysis of the exact type of work to be 
done. Standardization is associated with the large 
unit, individualization with the small. In fact, I 
Should like to suggest that the possibility of an 
effective large unit depends on the possibility of 
sufficient standardization of work to be done to 
permit statistical control. To bring out my point 
here, consider the possibilities of constructing a 
country-wide organization for operating in real 
estate. I do not see how a standard report could 
be devised by which the central administration 
could tell whether an operator in a distant town 
had taken proper advantage of the existing oppor- 
tunities for the purchase and sale of farms, stores, 
dwellings and vacant lots. It has proved possible, 
however, to reduce to report form data which will 
show whether a chain grocery store or a telephone 
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exchange, a railroad division or an electric power 
and light central station is functioning efficiently. 

But perhaps I am poaching on Mr. Williams’ 
field. The problem is an especially interesting one 
for anyone associated with a large company and 
the material in this report stimulates one’s thoughts 
along various lines. 

3. The third major question on which the mate- 
rial in the report throws light is stated to be: 
Granting that larger units are frequently more effi- 
cient, what are the conditions under which such 
large units can be created by merger of existing 
smaller units with reasonable prospects of success? 
Mr. Thorp, in the section on the Changing Struc- 
ture of Industry, states the results of a searching 
examination of reported facts as to mergers. From 
one point of view, the most significant point that 
he makes is that the number of concerns which 
considered merging but never reached the final 
stages is enormous. Because of wide general and 
stock market interest, any merger was likely to 
receive a great deal of publicity, while the reverse 
process of separation to secure greater concentra- 
tion on a single function attracted relatively little 
attention. 

While the general impression that almost every 
concern has recently merged or is about to merge 
is not borne out by the facts, there has been a 
strong movement toward mergers of either the 
parallel or the vertical type. Noteworthy instances 
are the combinations of motion picture producers, 
distributors and exhibitors, the formation of large 
chains of retail stores and department stores by the 
combination of small chains or of unit stores, hotel 
chains, electric and gas public utilities, and banks. 
The summaries for manufacturing and mining show 
that the net reported number of concerns disappear- 
ing as the result of merger was 760 in 1920, dropped 
to 319 in 1922 and rose to almost 1,000 a year in 
the three latest years. The movement is strongest 
when general business is active and drops when 
business declines. The summaries for public utili- 
ties show an increase in number of companies dis- 
appearing from 285 in 1922 to over 1,000 in 1926 
and nearly as many in 1927 and 1928. 

Recent material as to the success of consolida- 
tions is scanty. A study of pre-war consolidations 
by Professor A. S. Dewing showed that the results 
of the consolidation period of about 1900 were not 
very successful for the ten years after consolidation. 
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The earnings of the separate plants before con- 
solidation were greater than the earnings of the 
same plants after consolidation. After another in- 
vestigation the Federal Trade Commission con- 
cluded that “there is but little to indicate that the 
result of combining the plants of wholesale baking 
companies into a single organization is a lower 
cost of bread pier pound produced.” 

While the report thus gives some basic informa- 
tion as to mergers, it does not provide an answer 
for the question as framed, which is really the 
question faced by business men who are consider- 
ing merging. The difficulty, as I see it, is that the 
most pertinent material does not get published in 
statistical form. I believe more light on this partic- 
ular question would come from a frank discussion 
under the auspices of a group such as the Taylor 
Society, in which various insiders could make gen- 
eralizations without stating specifically for record 
that Bank A resulting from a merger is carrying 
quite a load of superfluous vice-presidents but does 
not have on its staff the first-class specialist in 
foreign exchange that it really needs; that Industrial 
Merger B is proving very successful because price- 
cutting millionaire X is now inside the fold and 
can be restrained from doing harm; that Merger 
C of Electric Light and Power Plants will have 
to pass through a long seasoning period because 
several plants were acquired at a very optimistic 
valuation and because considerable employe and 
community ill-will was created by the ruthless dis- 
charge of superfluous engineers and executives. 
After a series of frank discussions, it might be pos- 
sible to formulate the conditions for a successful 
merger along some such lines as the following: 

a. The units merged must form a logical eco- 
nomic entity, which will really gain by having a 


common general staff, common operating methods, 


a common sales force and/or a common .purchasing 
department. 

b. The financial basis of mergers must not in- 
volve fixed interest obligations in excess of devel- 
oped earning power. 

c. The directors and principal officers of the 
merger must know their business, with enough 
grasp of changing economic factors to adjust their 
policies to current developments. 

d. The merger must secure a high-grade gen 
staff to formulate plans and methods. If the officers 
and employes of the merged companies do not 
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contain such men, they must be secured elsewhere; 
some of them, at least, should have familiarity with 
the business. 

e. The merger must show an obvious improve- 
ment in service before it raises its prices. 

f. All former employes of the merged units must 
be treated equitably. 

g. The merged concern must have good luck as 
respects such items as fluctuations in the prices of 
their raw materials and in consumer demand for 
their product, deaths of the principal officers, earth- 
quake, fire, pestilence and stock market panics. 

4. Enough has been said in connection with other 
topics to make clear the implication of the report 
on the question: “What is the importance for a busi- 
ness organization of technical, operating, market- 
ing, financial, and general management research” ; 
namely, that research of all types is necessitated 
by the rapid rate of change in the economic struc- 
ture if a business organization is to keep abreast . 
of its direct competitors and other concerns that 
are after a share of the consumer’s dollar. It is 
unnecessary to enlarge on the necessity for tech- 
nical research to improve the design of a product. 
This report, however, seems to me to bring out 


more especially the need for research of somewhat 


different types. Changes of methods of operation, 
including a changed attitude toward personnel 
problems, necessitate research along such lines. 
Changes in distribution of buying power, both as 
between geographic locations and as between eco- 
nomic classes in the community, and the fickleness 
of public fancy, necessitate marketing research. The 
development of new financial methods, changing 
tax laws and public regulation compel research into 
financial problems and the rapidity of change, in- 
tensity of competition and complexity of current 
economic developments make appropriate some- 
thing which we may call general management re- 
search—investigations intended to facilitate deci- 
sions as to general policies. 

It may be suggested that my comments imply a 
high-brow development which smaller companies 
cannot carry out.. I admit that conditions will not 
always permit full-time assignment of a competent 
staff to each of these functions. What is called 
for seems to be at least a recognition of the need 
and assignment of some qualified person to each 
of these lines as occasion requires. 

5. Taking up more in detail question 5: “What 
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major changes in distribution of purchasing power 


have an important bearing on the problems of 
merchandising,” we note first that the increased use 
of the automobile and the creation of a system of 
improved highways have produced and are produc- 
ing a revolutionary shift of purchasing power from 
smaller to larger centers. The small country town 
loses trade to the county seat. The county seat, 
in turn, loses trade, especially in style goods, to 
the larger towns within automobile radius. The 
average trading area for consumers outside the 
urban area has been increased from five or six 
miles to thirty to 150 miles. The shift of trade 
away from the smallest communities has made it 
easier for chain stores to cover the field and is also, 
in the opinion of Professor Copeland, largely re- 
sponsible for the weakened position of the whole- 
_ salers, many of whom did not realize that their 
small-town retailer customers were passing out of 
the picture and that their retailer customers in 
the larger centers were more easily accessible to 
their competitors than they used to be. 
Another change in the distribution of purchasing 
power results from the increase in real wages. 
Workers who before the war had no margin for 
expenditures above necessities, are now able to 
secure a more varied diet, better housing, silk 
stockings and radios. In the period 1913 to 1926, 
the report states that real wages, that is to say, 


' - wages adjusted for changes in the purchasing power 


of the dollar, rose 18 per cent for wage-earners 
and real salaries rose 9 per cent. It should be noted 
in considering these figures that the adjustment 
for varying purchasing power of the dollar is based 
on out-of-date analysis of workmen’s budgets. Most 
careful studies of the effect of wage increases on 
purchasing power would not use these percentages 
of increase in real wages as an exact quantitative 
guide. The total number of salaried workers has 
grown more rapidly than the number of wage- 
earners. Business men, producing necessities suited 
to the lowest incomes, find that their market has 


increased no more than in accord with the popula- | 


tion increase, perhaps less, while those producing 
goods and services of the seminecessitous or com- 
fort grade find a greatly enlarged field. 

Another change in type of demand that may be 
noted is a continued decline in the agricultural 
population and an increase in the numbers engaged 
in government work and merchandising. 
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The above comments are taken from the second 
section, “Changes in Retail Trading Areas,” of 
Professor Melvin T. Copeland’s chapter on Market- 
ing, and from Mr. Morris A. Copeland’s chapter 
on the National Income and its Distribution, sup- 
plemented by material in Mr. Wolman’s chapter on 
Consumption and the Standard of Living. I com- 
mend all three chapters to the attention of any 
business man who has found his market weaker 
than he can explain or is looking for new fields 
to explore. 

6. Another question which I listed was “What 
methods are proving successful in the personnel 
management of large corporations?’ “Personnel 
management today,” says Mr. H. S. Dennison, in 
the chapter on Management, “is tending to empha- ~ 
size the responsibility of line officers for sound 
relationships, but to give staff personnel men the 
task of analyzing and criticizing personnel results 
and devising and installing measures to make them 
progressively better. The main items of a sound 
personnel program are: — 

a. Wages and salaries adjusted to the fair aver- 
age market level for the type of work done, with 
due recognition of growing skill, greater respon- 
sibility and unusual abilities. 

b. An adequate procedure for selecting applicants 
well suited to the particular job to which assigned. 
This involves physical examination, in the case of 
some companies, trade tests or mental tests, and 
personal interviews. 

c. Good system for training, usually, in part by 
rotation to various related jobs, either in accordance 
with a schedule or as opportunity offers. Good sys- 
tems also include conferences, out-of-hour courses, 
company, department or plant magazines containing 
some personal notes, some entertaining and some 
instructive articles, and many illustrations. 

d. A regular plan for adjusting compensation at 
regular intervals, with promotion in rank as well 
as in pay the normal result of demonstrated excel- 
lence. 

e. Regularity of employment, with efficiency and 
length of service important factors when lay-offs 
are necessary. 

f. Sickness disability allowance, death benefits 
and/or group insurance and/or salary deduction 
insurance. 

g. Pensions on reaching certain specified ages and 
completing a specified period of service. A pension 
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‘system is a matter of sound managerial policy to 
promote efficiency by providing suitably for the 
retirement of employes after they reach an age at 
which many are less efficient than the men avail- 
able to move up into their places. From the com- 
pany point of view, pensions are at least as im- 
portant for vice-presidents as for watchmen. 

h. In many cases, a plan by which employes can 
purchase the preferred, or sometimes common stock 
of the corporation, in order to give the employe 
an opportunity to save for old age to supplement 
his pension, and to give him the point of view of 
the stockholder as well as that of the working force. 

As the object of this paper has been to suggest 
what kind of use can be made of the committee’s 
report, and to formulate some of the questions it 
raises, a peroration or even a concluding summary 
seems inappropriate. I prefer instead to suggest 
further discussion, by closing with several addi- 
tional questions which I have not time to discuss, 
but noted as I analyzed the various chapters of 
the report. 


Additional Questions 


7. To what extent are relative price changes, as 
between different commodities, influenced by the 
possibilities of applying to their production and 
distribution mechanical aids and scientific discov- 
eries? It seems obvious that costs will be so 
changed; should the benefits of such mechanical 
aids and scientific discoveries be retained by the 
producer, the maker of the equipment or the dis- 
coverer of the principles, or by the consumer of 
the goods? 

8. Is it to the best interests of corporations to 
lend their surplus funds in the call money market 
in such a way as to facilitate speculative booms in 
the stock market? 

9. What steps, such as spreading information and 
stimulating ambition, should be. taken to induce 
no-profit or small-profit enterprises, with poor 
prospects, to liquidate? 

10. On what basis can a fair distribution of 
profits be made between the various factors which 
deal with a given product or service—designing, 
manufacturing, selling, financing? 

11. What net rate of return per annum should 
be considered requisite for launching a new enter- 
prise or for purchasing new equipment to reduce 
operating costs? 
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Discussion 


C. B. Hammond.’ I am going to confine myself 
quite rigidly to three points in the paper, selected 
arbitrarily, which seem to me of particular im- 
portance. The first is research, the second the high 
wage doctrine, and the third is the question of the 
relation of size to efficiency. 

Terminology and habit seem to get in the way 
of the proper development of research in the field of 
management. When people speak of research they 
ordinarily have in mind physical and chemical 
laboratories and are very enthusiastic. When they 


speak of research in a business or financial organi- 
zation they ordinarily mean studies of a statistical. 


nature concerning things that have already oc- 
curred, and they are not nearly so enthusiastic 
about this sort of thing. Research should be just 


as inventive in the field of management as in the 


field of the physical sciences, and it will have to 
be before the problems of management can be ade- 
quately solved. 

The second point relates to the high wage doc- 
trine. There is a suggestion of inflation in the 
statement of the doctrine as it is given in the books 
and as Mr. Burgess has paraphrased it in his paper. 
Because of my connection with a bank I suppose 
it is natural that I should react unfavorably to ainy 
such suggestion. I think the primary significance 
of the doctrine of higher wages is social. It is only 
secondarily that it concerns the individual employer 
as a practical problem. It might be stated as fol- 
lows. There is a full volume of purchasing power 
when a large proportion of employable consumers 
are at work and receiving good wages; this full 
volume of purchasing power sustains a full volume 
of production, and this full volume of production 
wholly absorbs the cost of active employment at 
good wages. Since this is the case in general, it is 
to the interest of the individual employer to govern 
his own practice, insofar as possible, accordingly. 
The corollary is, of course, that there is a dimin- 
ished purchasing power when a large proportion of 
employable consumers is out of work and receiving 
low wages; this diminished purchasing power re- 
duces the volume of production, and this reduced 
volume of production can absorb the cost of only 
partial employment or of only low wages. When 
this is the case in general, it is to the interest of 
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the individual employer to govern his own practice, 
insofar as possible, accordingly. When the second 
condition holds and the various factors operate in 
a vicious circle, you have depression; when the 
first condition holds and the factors interact in a 
benign circle, you have prosperity. Whichever the 
situation, when once the forces are set in motion 
they tend to maintain themselves. It is one of the 
purposes of this study, and possibly the finest, to 
try to keep the forces from becoming unfavorable, 
because of this tendency of the circle to complete 
itself. | 

The third point is the bearing of size on effi- 
ciency. Certainly there is no point of livelier inter- 
est, nor one on which figures can be more mis- 
leading. Comparative cost figures which attempt 
to show the inefficiency of large-scale production 
too frequently fail to take into consideration all the 
factors. The case is not proved against large-scale 
organization by figures showing that at any given 
time it is not so good. I should say that where 
there is inefficiency it is the fault of the manage- 
meht rather than the size. When the management 
gets the idea, it can be expected to overcome diffi- 
culties that might be supposed to be insuperable. 

Generally the problem is regarded as static. As 
a matter of fact it is dynamic, dealing with phe- 
nomena that are constantly in motion. In the field 
of banking, where mergers and consolidations have 
been carried on with feverish activity, there is 
scarcely ever any realization of the possibilities of 
change in management. I do not mean changes 
in personnel, but changes in method. The point 
of view in general is that we have the best banking 
system in the world. To a lesser extent this is 
true in industry as well. We must realize that 
large-scale organization is a thing that is becoming, 
and not a thing that is and always has been. 

Management must be adequate to size. And it 
must not be expected that two units when added 
together will necessarily produce twice as much. 
It is not a matter of putting two and two together 
and getting four; it is a matter of putting two 
and two together and getting something like seven 
or eight. Large-scale operation is comparatively 
new and consequently the difficulties are apt to 
be viewed without realizing the possibilities of re- 
search. It is possible to measure the wieldliness 
of large-scale organizations and to find their point 
of efficiency. What is much more difficult to mea- 
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sure is the important and essential element of in- 
ventiveness and ingenuity that man brings into 
operation when he feels the pressure of difficulties 
that he may at the outset have thought insuperable. 
Many managements are content to handle imme- 
diate routine problems without considering the 
future. And many managements that are quite 
capable under a given set of conditions show no 
inclination to examine the permanence and stability 
of those conditions. They are taken for granted, 
and when change occurs their capabilities are in 
danger of vanishing. Research in business has this 
matter to deal with as well as improvements in 
technique. 

The problem of large-scale organization amounts 
largely to one of personnel. It will fail when the 
people in it are not for it. A large-scale organiza- 
tion cannot be run merely from the top. Man- 
agement must do three things. First, it must dis- 
cover such qualities in people as adaptability, ener- 
gy, inventiveness; second, it must place people 
possessing these qualities where there is scope and 
opportunity for the exercise of them; and third, it 
must compensate them commensurately with their 
accomplishments. 


George Soule.’ I am going to concentrate on two 
points made in the paper. One is the same that 
Mr. Hammond discussed — the doctrine of high 
wages. The other is minor, the growth of indus- 
trial pension systems. Since there is much less 
to say about the latter and since it has come less 
within my studies, I think perhaps it had better 
be taken up first. 

I merely want to direct attention to a rectnt 
report of the Industrial Relations Counselors, Inc., 
which points out, as I understand it, that industrial 
pensions adopted by private concerns have proved 
to a great degree disappointing. The motives be- 
hind these pensions were the stabilization of work- 
ing forces, the reduction of strikes and labor turn- 
over, increased satisfaction, and so on, besides the 
ordinary motive of eliminating superannuated em- 
ployes who have become inefficient. The investi- 
gation reveals that the firms that have not installed 
pension systems have gained practically the same 
advantages from reduced labor turnover and ab- 
sence of strikes as the firms that have installed 
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them. On the other hand, many of the pension 
funds are proving inadequate and serious problems 
are faced because of this. If the funds are made 
adequate it is felt that the burden on the earnings 
of the specific concerns may prove a very great 
disadvantage in competition with the firms which 
do not have the systems. The author, therefore, 
raises the question as to whether industry must 
not turn to public or state pensions in order to 
obtain the advantage of being able to get rid of 
superannuated employes. A questionnaire recently 
sent out by the Society of Industrial Engineers 
showed that-a little more than one-half of all the 
important employers answering it favored state as 
opposed to private pension systems. Of course, the 
advantages of the state system to the worker have 
been emphasized many times. It includes all the 
workers; it includes men who have to, or want 
to, transfer from one firm to another, and it some- 
what minimizes the urge of the individual employer 
_ to discharge, or refrain from hiring, the man over 
forty who is going to prove a disproportionate bur- 
den on his own pension fund. 

It seems to me that the report on “Recent Eco- 
nomic Changes” throws less light on the doctrine 
of high wages than on the other subjects it treats. 
The course of wages is one of the most uncertain 
things in the industrial future of the United States. 
I question whether a majority of ordinary employ- 
ers, even in the United States, seriously accepts the 
doctrine of the economy of high wages. And I ques- 
tion further whether, if they did accept it, their in- 
dividual action alone would be sufficient to put it 
into effect. 

The doctrine itself is a rather vague thing. In its 
elementary form I believe no one would question it. 
It is simply that, as the power of the community 
to produce valuable goods advances, the wage earn- 
ers should share in that advance. In order to share 
in it, their purchasing power must, of course, be 
increased. That is a social doctrine without any 
bearing on the business cycle, or any other tech- 
nical economic problem, and seems to me beyond 
question. 

There is a good deal of evidence in the report, 
as in other publications of the National Bureau 
of Economic Research, that the doctrine, as 
stated in a rather back-handed way to catch the 
attention of business men, has something to bear it 
out. We cannot keep up production unless con- 
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sumption is adequately increased to absorb that 
production, and consumption cannot be increased 
unless the wage earners, who form such a large part 
of the public, have increased purchasing power. 

It is true that wages and salaries form a far 
larger part of our national income than the income 
from property. And in the income from property 
are included, of course, the returns of more than 
six million farmers and small business men who 
are not engaged in manufacturing at all. This in- 
come of wage and salary earners is about 40 per 
cent larger than the income from property. It is 
not only the biggest, but one of the most stable, 
elements of national income and has been constantly 
growing for the past eight years. It is difficult to 
conceive how the increased production of American 
industry could have taken place if the purchasing 
power represented in this element of the national 
income had not increased as it has. And it is difficult 
to conceive how we go on increasing production, as 
we have the technical and managerial ability to do, 
unless such income increases correspondingly 
again during the next eight years. We could not 
distribute many of the products of American in- 
dustry simply to those who receive profits, rent, 
interest and dividends. The question is: Is it going 
to happen? And if so, how? 

That leads us to the question whether it has 
happened during the past eight years because em- 


ployers adopted the policy of making it hap- 


pen. This I doubt very much. In the first 


place there was no appreciable growth in the pur-_ 


chasing power of wages between 1913 and 1919. 
As a matter of fact the purchasing power of wages 
was somewhat less in the year 1919 than it had 
been in 1913. There were two or three years be- 
tween when it had been higher, but throughout the 
period there was no growth. The big boost came 
between 1920 and 1923 when we had a great de- 
pression and a recovery from that depression. Dur- 
ing the depression, through no desire on the part 
of business men, prices fell very rapidly indeed. 
Wages fell somewhat also, but they did not fall 
so rapidly as prices; that is, wage rates did not fall 
so rapidly. (There was, of course, a great deal of 
unemployment.) This was a perfectly natural thing 
both because wages are, in the nature of things, 
not so flexible as prices and because there was a 
great deal of active resistance to wage reductions 
on the part of organized labor. And employers 
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feared to antagonize unorganized labor to the point 
where it would organize. There was also undoubt- 
edly a great deal of reluctance on the part of em- 
ployers to reduce wages any more than they had to. 
The result was that when full employment and a 
somewhat restricted labor market returned in 1923, 
with wage rates starting up also, the purchasing 
power of wage earners had been markedly in- 
creased. The major part of the increase was not 
the result of a conscious social policy on the part 
of anyone, with the possible exception of a few 
employers who did not reduce wages as much as 
they might and some labor unions which, more or 
less indiscriminately, opposed wage reductions. 

Since 1923 we have had a still further, but rela- 
_ tively small, increase in the purchasing power of 
wages. According to the testimony of Dr. Wolman 
this has come about, in manufacturing, not through 
any general increase in wage rates, which have in 
many cases been cut, but through the very rapid in- 
crease in productivity. Those paid by the piece, or 
by results, have necessarily benefited by this increase 
in productivity. But the increase in wage earnings 
has nowhere paralleled the increase in the produc- 
tivity of industry. 

A comparatively rapid advance of wage rates in 
unionized trades has been another factor in bringing 
up the average of wages. In the building trades the 
unions are strong and have steadily built up money 
wages. They have been aided by the fact that con- 


struction has been very active. In the railroads, 


_ where workers are fairly well organized, the unions 
have also gained numerous advances in wage rates. 
The same is true in the men’s clothing trade and 
in the printing industry. All these things have 
served to bring up the average, but in manufactur- 
ing industry in general, where organized labor is 
weak, parallel increases in purchasing power have 
not occurred. 

One questions whether individual employers can 
bring about a desirable increase in the purchasing 
power of wages simply by raising wages because 
they believe general purchasing power should be 
maintained. An employer of large numbers of 
people with magnificent financial resources, like Mr. 
Ford, can perhaps do so because of the rapid 
falling off in his production costs. But it is not 
to the immediate economic interest of the ordinary 
employer to increase wages more rapidly than the 
' market rate of advance. It is true that he will gain 


~ 
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if the general purchasing power of labor increases, 
but it is not true that he will gain very much from 
the increased purchasing power of his own em- 
ployes, who after all buy a very small percentage 
of his products. In the case of the individual 
employer, therefore, the immediate economic inter- 
est is opposed to the general interest. 

Nor will engineering schemes of payment by 
results bring about the desired increase in purchas- 
ing power. These are built upon a base rate, with 
advances in pay as a result of increased productiv- 
ity. The important thing for this discussion is the 
movement of the base rate, and we all know that 
that is set in relation to the general standard of 
wages throughout the community. There are no 
provisions for raising the base rate as the overall 
productivity of the nation grows. As a matter of 
fact when a new machine, or method or even the 
efforts of the workers themselves greatly enhance 
the possibilities of production, rates are customarily 
revised downward in order again to place them 
somewhere near the prevailing rates of the com- 
munity. 

I wonder if we do not need a’strong organized 
labor movement in all those industries in which 
there are great possibilities of increased production, 
in order to insure proper advances in the purchasing 
power of the community. 

There are other obstacles to increased purchasing 
power. Some industries are in economic difficulties 
and some are not making the necessary advances 
in productivity per man-hour. The bituminous coal 
industry, for instance, is over developed and suf- 
fering from cut-throat competition. The same is 
true of large sections of the cotton textile industry. 
Within every industry there-are marginal plants 
which are, in their present state of management, 
incapable of paying higher wages and still remain- 
ing in business. If they go out of business the 
number of unemployed is temporarily increased and 
the factor of supply in the labor market tends to 
depress wages. Even the installation of improved 
machinery at least temporarily increases the supply 
of labor in any given craft or occupation, and has an 
immediate depressing effect on wages in that craft 
or occupation. 

Even if all these. backward industries could be 
adequately reorganized and brought in line with 
those at the head of the procession, there would 
still be further difficulties to meet if we expect 
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increased purchasing power to be brought about 
by advances in money wages alone. 

Under the best conditions, productivity will in- 
crease more rapidly in some industries than in 
others. It is quite inconceivable, however, that 
money wages should increase by 100 or 200 per 
cent in a few years in an industry that has made 
that advance in productivity, while they increased 
by only 1 or 2 per cent in an industry that had 
made only that advance in productivity. This is 
not the way things happen in a competitive eco- 
nomic world. In order to imerease purchasing 
power we have to call into play that other factor 
in the equation—reduced prices. We must expect 
a large part of a steady increase in purchasing 
power to come about through a reduction in the 
prices of those many articles which can be pro- 
duced more cheaply through improved technique. 
It would be very unfortunate if we had to rely on 
another 1921 to produce this result. It should be 
possible to produce it in an economic order which 
shows a much higher degree of equilibrium than in 
the post-war years, by merely scaling down prices 
on those products which can be produced more 
cheaply in larger quantities and which could secure 
much wider markets with lower prices. Competi- 
tion tends to bring this about where it is adequate. 
Where monopolies exist, as they do in public util- 
ities, we must count either on the good sense of 
the management of these industries or’on our pub- 


lic regulating machinery to produce the result. | 


The agencies of government, as well as of man- 
agement and of organized labor, it is likely, will 
have to be called in to help in this process before 
we have achieved a right social technique. 
There is still another thing that will have to 
happen before we score one hundred in the proper 
increase in purchasing power. Much better man- 
agement of the investment of our productive capital 
is required than we have ever evinced before. A 
really balanced economic order would do something 
to discourage the investment of new capital and 
the expansion of productive facilities in those in- 
dustries and trades which seem to be reaching the 
natural limits of their possible markets, no matter 
how low the price may go. While there may be 
no saturation point for the sale of goods in general, 
that is certainly not true of the products of indi- 
vidual industries. A really balanced economic or- 
der would facilitate the transfer of capital to new 


BULLETIN OF THE TAYLOR SOCIETY 251 


fields where rapid development might normally be 
expected. 

There are, of course, other problems that will 
arise in the course of this endeavor, if we pursue 
it intelligently and with the real good of society 
in mind. I think I have said enough, however, to 
show that there is nothing automatic about this 
increase in popular purchasing power. It does not 
necessarily follow promptly and surely upon the 
increase in power to produce per man-hour. We 
cannot rely upon it to happen just as it has hap- 
pened in the past eight years without some per- 
sistent attention being paid to it. Entirely aside 
from the prospects of the next few months, I think 
this is probably one of the greatest uncertainties 
in the economic future of the next decade or so. 


Royal Meeker.’ Two questions occurred to me 
as I listened to Mr. Soule’s very ‘able discussion. 
The first is whether organized labor has really done 
anything to change the distribution of the national 
income as between workers on the one hand and 
income receivers from other sources, such as prop- 
erty and management, on the other. I doubt it. 
I think the trade unions have been very effective in 
redistributing the wage income, but I do not think 
they have increased the total amount paid for 
wages. Between 1916 and 1920 it was unskilled, 
unorganized labor that received the greatest ad- 
vance in wages. It was not the trade unions that 
secured the advance for them; it was the cutting 
off of immigration and the great increase in de- 
mand for unskilled labor that secured it. I think 
this matter of the redistribution of the total social 
income is largely dependent on forces outside the 
control of individual or organized employers or 
employes. 

The other question is: Can prosperity prosper 
with falling prices? It never has been very pros- 
perous under falling prices, though that does not 
prove absolutely that it cannot be so in the future. 
Mr. Soule was speaking of price reduction in special 
industries where cheapened costs of production 
make price .reductions possible. This, of course, 
will go on. But such reductions in prices of speci- 
fic articles like automobiles do not mean a lowered 
general price level. In general, I believe we should 
make our supply of currency keep up with our 


production in order that the general price level 
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may remain steady. Stable prices make for stable 
production, stable employment and prosperous pros- 


perity. 


Norman Lombard.’ As Dr. Meeker said, pros- 
perity has never been very prosperous in a period 
of falling prices. Following the Napoleonic Wars 
we had a period of falling prices which continued 
until the discovery of gold in 1848. During this 
period every life insurance company in the United 
States, except one, either failed or changed the 
nature of its business. Then we had a period of 
rising prices during which over three hundred new 
life insurance companies were formed. Following 
the Civil War we had a period of falling prices 
which continued until the discovery of the cyanide 
process and of new gold fields. During this period 
every railroad in the United States, with one ex- 
ception, Was reorganized and there were the green- 
back and free silver campaigns and other manifesta- 
- tions of social, economic, financial and _ political 
unrest. Then followed a period of rising prices and 
increased cost of living to 1920; then followed a 
most disastrous period of falling prices, with mil- 
lions of men out of work. ; 

I think the economic thought of the day is in 
favor of a stable general price level, which means 
a stable purchasing power of money. If the prices 
of certain products, which can be produced with 


_ increasing cheapness, are lowered, then there should 


be an increase somewhere else, so that the general 
_ price level will remain stable. If the price of one 
product goes down, that means, provided the vol- 
ume of money remains the same, that money will 
be freed to purchase other things, and these other 
things will be increased in price by the new de- 
mand. A depression in the one spot will be com- 
pensated for by a rise in some other. 


H. V. R. Scheel.’ It seems to me that there is 
another factor in the equalizing process just re- 
ferred to. Money freed by lower prices may go 
into the purchase of more goods at the lower prices 
instead of into the purchase of other products at 
higher prices. 

And there should be some mention made of the 
psychological aspects of the problem. There is a 
class of people that does not change its buying 
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habits easily in response to changes in wages and 
prices. Savings may be considered potential pur- 
chasing power, and influences, such as advertising, 
that affect the habits of people are important. 


Edward Eyre Hunt, Chairman.’ I think one of 
the most interesting outcomes of the “Report of the 
Committee on Recent Economic Changes” is just 
this type of meeting. There has been an extraor- 
dinary amount of public interest shown in the report. 
In spite of its miscellaneous character and the fact 
that it is published in two volumes and sells for 
seven dollars and a half—a formidable price—it is 
already in its third printing, and an abridgment of 
50,000 words is to come out about the first of Feb- 
ruary. Almost every time there has been any public 
discussion of economic changes since the report 
appeared it has been mentioned. We might 
almost be misled into believing that economics has 
become news in the United States! 

Of cotirse it is no news to the Taylor Society, 
which devoted a session to the “Report on Waste 
in Industry” in 1921, and is now only following its 
own fine tradition in discussing the “Report of the 
Committee on Recent Economic Changes” in 1929. 

In connection with the doctrine of high wages 
which has been discussed here, I should like to say 
that summaries are prepared each day for President | 
Hoover showing the editorial comment on any mat- 
ter which is interesting to the White House. He is 
now getting not only these summaries but the 
actual editorials from more than a thousand news- 
Nothing in the recent White House con- 
ferences has caused so much favorable editorial 
comment as the President’s efforts to maintain 
wages and purchasing power. To me, at least, this 
has been a revelation of the change in the public 
attitude toward a vital subject. After the World 
War, when the best economic brains were mobil- 
ized in Washington, one.of the foremost economists 
of the country was called upon for advice. The first 
thing that he proposed was a wage cut. That was cur- 
rent economic doctrine at the end of the World War. 
When the Conference on Unemployment was called 
in 1921, the first thing which Mr. Hoover tried 
to do, through that conference, was to maintain 
wages. And of course the first thing which the 
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President did when he brought the leaders of Amer- 
ican industry together in November, 1929, was to 
get a unanimous agreement from the employers 
represented that they were going to maintain 
wages. These three incidents are, I think, worth 
remembering in connection with the current doc- 
trine of high wages. 

I should like to bring the meeting to a close by 
trying to trace the evolution of an idea which has 
not been stressed in this discussion, namely, un- 
employment. The study on “Recent Economic 
Changes” grew out of the President’s Conference 
on Unemployment, and it is not the first which 
has its roots in that conference. The primary moral 
purpose of the recent study, in contrast to its purely 
economic purpose, is a reduction of unemployment. 
To get its background we have to go back at least 
as far as the report on “Waste in Industry” in 1921. 
That report, in discussing the primary wastes in 
industry, said that the greatest wastes are human, 
and listed unemployment as a major waste in our 
economic system. The greater part of the work 
on the report on “Waste in Industry” happened 
to be done in the period before there was any sub- 
stantial margin of unemployment. In that respect 
it set the pattern for the latest of these reports, 
the one on “Recent Economic Changes.” Yet both 
found a large margin of unemployment, even in 
the best of times, and pointed to it as one of the 
fundamental weaknesses of our economic system. 

Following the report on “Waste in Industry” 
came the Conference on Unemployment in Septem- 
ber and October, 1921, and following that came 
the analysis of “Business Cycles and Unemploy- 
ment” in 1923. Then followed “Seasonal Operation 
in the Construction Industries,” a study of seasonal 
unemployment in 1924. The study of “Recent Eco- 
nomic Changes” is an analysis of the prosperous 
period since the recovery from the depression of 
1920 and 1921. I think these committees and con- 
ferences have done us a real service in taking un- 
employment as their major problem. We might 
add this topic to the list which Mr. Burgess pre- 
sented in his very able paper. Among the matters 
of primary interest to business managers should be 
a definite assumption of responsibility for employ- 
ment and an exploration of ways and means to 
stabilize it. On this note I close the meeting. 


(A record of the complete discussion is on file in the office 
of the Taylor Society for any who may wish to consult it.) 
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Resolution of the Taylor Society 


On December 5 there assembled in Washington 
a National Business Survey Conference of indus- 
trial leaders summoned by President Hoover to 
consider problems created by the recent collapse 
in the stock market. Inspired by the discussions 
at its meeting, the Taylor Society on the same day 
adopted the following resolution: 

WHEREAS, the President of the United States 
has called a conference of business leaders for the 
purpose of making plans to promote business Sta- 
bility and prevent unemployment; 

BE IT RESOLVED, by the members of the 
Taylor Society in annual meeting assembled, that 
the following recommendations be forwarded to the 
President’s Conference: 

FIRST: Since a fundamental factor essential to 
industrial equilibrium and prosperity is the pre- 
vention of wide fluctuations in the general level of 
commodity prices, we recommend that the Con- 
ference express its appreciation of the actions al- 
ready taken by the Federal Reserve System to this 
end, and that the Conference recommend to the 
Federal Reserve Board that, as a means of reassur- 
ing business, they make open avowal of their inten- 
tion to observe this policy in the future, so far as 
possible. 

SECOND: Since the government is in possession 
of much valuable data, contained in the archives 
of the Treasury Department, the Department of 
Commerce and elsewhere, which would be of ines- 
timable value to business, if analyzed and sum- 
marized and the results made public, we recom- 
mend that the Conference propose a plan whereby 
this information shall be made available to business 
in such form as not to violate the confidential char- 
acter of the constituent data. 

THIRD: Since many industries are suffering 
from unbalanced production and other maladjust- 
ments which are harmful to all concerned, including 
capital and labor, producers and consumers; and 
since the Department of Commerce, through the 
Bureau of Standards and the Division of Simplified 
Practice, has already pointed the way to a form 
of co-ordination within each industry which pre- 
serves to the public the benefits of competition; we 
recommend that the Conference evolve plans where- 
by such co-ordination may be extended into other 
fields and phases of business and industry. 
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Carl G. Barth on Scientific Management' 


Testimony Before the Special Committee of the House of Representatives, 
January 31 and February 1, 1912 


(Continued from the October number) 


Testimony of Carl G. Barth 
February 1, 1912 


The Chairman: You may proceed, Mr. Barth. 

Mr. Barth: I would like to give some more 
examples of deliberate soldiering in the shops. Dur- 
ing my engagement with Wm. Sellers & Co. years 
ago they had for a number of years a Scotchman 
in charge of a large repair gang. The general sys- 
tem of management in vogue at the time allowed 
this man a great deal of freedom in the handling 
of his gang, and for years he was a trusted em- 
_ ployee, and no great tab was kept on the manner 
in which he utilized his men. However, it was 
common knowledge for years in the shop that this 
whole gang were systematic loafers. They adopted 
a systematic plan of hiding away in various parts 
of the shop when they had nothing to do in order 
still to retain their positions. However, the game 
was finally discovered and the whole bunch dis- 
charged. Right in the drafting room of Wm. Sellers 
& Co. I also had a personal experience in being 
prevailed on by a fellow draftsman to slow down 
my gait of drafting, and because I did not slow 
down what to me was a natural gait—I was work- 
ing like a beaver from the moment I got into the 
office until I left, regardless of my pay—I had a 
black eye with the man and his sympathizers for 
a good long time. 

I also found out through the various Norwegian 
friends of mine who worked in the shops at Wm. 
Sellers & Co.’s about the conditions that existed 
as regards piece rates. I know again and again 
the men told me that they could make without 
the slightest difficulty half again more than the 
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$5 a day, which they considered the limit of what 
they dared to do. Another game was when they 
had certain jobs that had been cut from time to 
time, because certain men had worked too hard at 
times, they themselves covered the defect up to 
their own detriment by taking time from the fat 
jobs and putting it on the lean, instead of, what 
should have been done, to lay the facts before the 
management and have the jobs evened up. This 
lack of confidence was absolutely natural under the 
old condition of affairs. 

A few months ago I was invited to look over 
the shops of the Sharpless Separator Co. in West 
Chester, Pa., and there met in the person of the 
president, Mr. Sharpless, a most delightful man, 
from the fact that he had worked his way up from 
an ordinary machinist to his present position as 
owner and manager of a highly successful plant. 
He told me that about 1881, or the year that I first 
came to Wm. Sellers & Co., he worked in the shops 
of the James Moore Iron Works, in the next block 
to Sellers, and there put in the most miserable year 
he ever had in his life, for the reason that he was 
full of life and energy and loved to work, but was 
hounded by his fellow workmen because he worked 
faster than they considered it policy to do. I have 
also heard from other sources that that particular 
shop was one of the greatest loafing places the 
world has ever seen. In spite of that profits were 
so easily made in those days that James Moore 
died a rich man. 

It was also interesting to have Mr. Sharpless 
tell me that he went from there to the Buckeye 
Engine Co. in Salem, Ohio, where he found ah 
absolutely opposite condition. He could not tell 
me what particular kind of management they had, 
but there existed the kindest and most confidential 
feelings between the management and the em- 
ployees, and he did not come across a man there 
who did not work hard in the interests of the com- 


pany. 
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I would like to relate something more about the 
conditions found at the Yale & Towne Manufactur- 
ing Co. in regard to their old piece rates. We 
found there fat rates and lean rates, and the fore- 
man giving as many fat rates to his friends as he 
could and the lean ones to those he did not like; 
and when some of the rates were so lean, due to 
reasons that I will further explain, that the man 
could not make his ordinary day’s wages, day wages 
were by necessity given him under the rules of the 
company. One of the reasons why some of these 
rates were so lean was that they had been made 
in more prosperous times, when the number of 
pieces in a manufactured lot was larger. The time 
per piece obtained by the so-called trial men when 
the lots were large and the setting-up time a com- 
paratively small part of the time for each piece was 
not sufficient, when the number of pieces to be 
produced was small and the setting-up time as a 
consequence became an appreciable part of the time 
for each piece. This had not been recognized, and 
the rates that had been pretty fair at one time were 


exceedingly unfair under the conditions that existed . 


when I came there. 

Now, by our method of careful study, we dis- 
tinguish absolutely between the time of prepara- 
tion and the time required for each piece after 
everything is prepared; and, whether we make a 
thousand pieces or one, a man has his allowance for 
setting up, and so he has exactly the same task 
and the same chance of making extra money, as 
far as is within our ability to see to it, in the one 
case as in the other. 

Under our system the entire loss for running 
uneconomical lots through a shop falls on the man- 
agement, and never on the men. That is a very 
important point, for those things are not so under 
the old style of management. They merely have 
a rate per piece, regardless of the number of pieces 
in a lot. Besides the injustice to the men the 
whole scheme deceives the management, who is 
paying day rates right along for such lean jobs, 
and still believe that they have the piece rate in 
operation. Besides, under some methods of keep- 
ing cost, this makes the cost returns misleading. 

Mr. Redfield: I am interested in what you say 
about the keeping of costs.. What do you mean 
when you say the system of keeping costs is mis- 
leading, and why, and how? 

Mr* Barth: Because in a shop that produces a 
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good many pieces of the same kind, as a rule, they 
do not keep the kind of costs that we prefer, which 
is to get the cost on each lot, and have each lot 
share its proportion of the overhead burden, so 
that every penny spent by the company in any 
fashion whatsoever toward production is shared by 
the various products in some way or other. 

Mr. Redfield: You are speaking now of the 
method which you do not approve. In that method 
which you spoke of as a bad method of keeping 
costs, you say it is bad because the separate cost 
of each lot is not kept together with the proper 
proportion of the burden charge distributed over 
each particular lot; is that right? 

Mr. Barth: Yes, sir. 

Mr. Redfield: Have you anything more to say on 
that subject before you tell us what the ~— 
method is? 

Mr. Barth: Yes; at Yale & Towne the labor 
cost of an article was made up by taking the sum 
total of piece rates for all the operations on an 
article, and hence this cost did not represent the 
actual cost when several of these operations were 
done on day wages. Further, as they distributed 
their factory burden on the direct-labor cost only, 
the total factory cost thus obtained became increas- 
ingly lower than the actual cost. 

Mr. Redfield: The proper method is that the 
cost of each separate lot is kept, and over each is 
distributed the due proportion of all the burden 


charges? 


Mr. Barth: Yes, sir. 


Mr. Redfield: So that it comes from the cost - 


accounting department to the manager, showing 
its due proportion of material charge, labor charge, 
and burden charge? 

Mr. Barth: Yes, sir; or analyzed into all of these. 

Mr. Redfield: Now, how is the burden charge 
ascertained ? 

The Chairman: I like to ask, do you think it 
is possible to devise methods of keeping costs 
accurately ? 

Mr. Barth: No, absolutely no; there is no a 
thing as accurate cost; but there is a way of keep- 
ing costs so that every penny you spend is ac- 
counted for absolutely on the product you have 
for sale. 

Mr. Redfield: What would it cost to do that? 

Mr. Barth: Not very much more than the usual 
way of keeping costs superficially; but it does cost 
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a great deal to get it going. 

Mr. Redfield: Tell us about it. 

The Chairman: May I ask this question? Are 
there any such cost-sheet methods in existence 
now? 

Mr. Barth: Most assuredly; they are the only 
ones we advocate. | 

Mr. Redfield: I wish you would tell us what the 
proper way would be. Your criticism applies so far 
only to the labor charge, and it is obviously a good 
criticism on that. How was the burden charge 
ascertained at Yale & Towne? 

Mr. Barth: I can only tell you that when I came 
there they did not include depreciation, taxes, and 
insurance, which they withdrew from what they 
considered their gross profits at the end of the 
year, to leave the net profits for the year; but after 
I had been in touch with them for awhile, their 
treasurer, who had charge of costs, the following 
year came out with a new way of keeping costs 
which did prorate those charges as part of the over- 
head burden per month. | 

The*Chairman: Would not the burden charges 
vary at various seasons of the year on the same 
products, in accordance with the state of trade and 
the amount of business the shop had to turn out? 

Mr. Barth: Most assuredly; it varies all the time. 

Mr. Redfield: Is it not'a fact that the burden 
charge not only varied, as the chairman has said, 
but was different for each separate department of 
the work? 

Mr. Barth: Absolutely; Yale & Towne knew all 
about that. 

Mr. Redfield: How did they apportion it? 

Mr. Barth: I did not go very deeply into their 
methods of cost keeping, only I found that there 
was a great deal of good in them. 

Mr. Redfield: Do you know how they appor- 
tioned the varying ratios of burden cost to the 
respective departments? 

Mr. Barth: Not absolutely in detail. I can tell 
you how we do it. 

Mr. Redfield: Tell us briefly how you do that. 

Mr. Barth: The world has been looking for a 
hundred years for costs, and it is too big a sub- 
ject to make very brief. 

Mr. Redfield: Tell us as briefly as you can how 
to apportion the burden charge over the different 
departments, in their proper ratios. 

Mr. Barth: Broadly speaking there is no such 
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thing as a proper way, because no matter what you 
do, you must compromise a_ great deal, and it 
therefore becomes to a great extent a question of 
judgment, which is the better of a thousand ways 
which may suggest themselves, and which have been 
suggested. But after having studied thoroughly 
for years the methods adopted and advocated by 
Mr. Taylor, I have been unable to agree with those 
who disagree with him, although a great many very 
valid criticisms of the methods have been found, 
and will constantly be found; so much so that it 


would be absolutely foolish to say that it would 


be wise to apply them unmodified to all classes of 
manufactures and under all conditions; but they are 
the ones seriously to consider before anybody makes 
up his mind to do anything else. 

One of the fundamental principles of Mr. Taylor’s 
system of cost keeping is that every penny of ex- . 
pense incurred during any period of production 
should be saddled upon the product produced dur- 
ing the same period. How this is carried out would 
best be elucidated by taking a concrete case. Sup- 
pose there is a factory that sells its own product, 
and it is considered desirable separately to keep 
track, as far as possible, of what some people call 
commercial expense. 

Mr. Redfield: You mean selling expense, in addi- 
tion to the burden cost in the factory? 

Mr. Barth: Yes. That is a good way to put it. 
I like also to mention that, as but few salesmen 
can be made to understand how costs are made up, 
and the necessity for what appears to them ex- 
travagantly high burden factors of one kind or 
another, we considered it expedient to so keep the 
cost that the salesman knows nothing about how 
this is made up, but merely gets the statement 
that the cost of a certain article is so much; so that 
if he sells that article for 1 cent less the com- 
pany has lost 1 cent. 

Mr. Redfield: Tell us how you arrive at this cost. 

Mr. Barth: We divide our sum total of over- 
head expenses or burden into at least four groups. 
These are: 

1. The auxiliary shop expense. 

2. The shop expense proper. 

3. General operating expense. 

4. Selling or commercial expense. 

Mr. Redfield: Do these four items comprise your 
burden charge? 

Mr. Barth: Yes. Under auxiliary shop expense 
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come all such expenses as is incurred in what we 
call the auxiliary departments, such as the heat, 
light, and power department, the planning depart- 
ment, the storeroom, etc., which work for the bene- 
fit of all productive departments without themselves 
directly contributing anything to the product. In 
it is also included a great many expenses of various 
kinds, which, while they are not incurred in any 
of the several auxiliary departments, they are, at 
least, in somebody’s judgment, of the same nature, 
namely, such that they should be shared in some 
proportion or other by the various productive de- 
partments. Added to these come also the monthly 
prorating of such expenses as depreciation, taxes, 
insurance, bad debts, perhaps, and so forth. 

By direct shop expense we understand the sum 
total of all expenses incurred in each of the various 
productive departments, such as repairs and main- 
tenance of machinery, keeping each shop clean, and 
all material that is used in these departments in 
any way whatsoever, when the same can not be 
charged to any special production order. Also all 
foremanship and clerical help and labor of any kind 
that contributes to the turning out of the product 
in a particular shop, without being directly charge- 
able to any particular production order. 

However, each productive department has its 
own direct shop expense, when it comes to its cost 
distribution. 

Under general operating expense we include the 
sum total of expenses incurred in all such depart- 
ments as are more in the nature of general business 
departments without dealing with the selling end 
of the business, such as the purchasing department, 
the general manager’s office, including all help, 
stenographers, clerks, and so forth; also certain of 
the expenses incurred by men in the planning de- 
partment whose work has no direct bearing upon 
the amount of goods produced; for instance, the 
man who keeps the pay roll, which is apart from 
cost, and all personal records of employees for any 
purpose whatsoever. This is for the reason that 
this general operating expense is proportioned on 
direct wages, by which I mean wages paid actual 
workers when engaged on some specific productive 
work. We positively avoid the term “productive 
wages.” 

Mr. Redfield: Now we have a fourth department? 

Mr. Barth: The fourth expense, the selling or 
commercial expense, pretty well explains itself. It 
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includes every expense incurred by the company 
for the purpose of making a market for the goods 
and inducing customers to take them off their 
hands. 

Mr. Redfield: Let me ask you a few questions, 
and we will go on. You have now three large ele- 
ments in cost; material cost is one, labor cost is 
another, burden cost is another; and of these the 
burden cost is divided into four heads of which 
you have spoken. The aggregate of these three 
groups when apportioned to the actual productive 
orders for a given period makes the closest approx- 
imation we know to the actual cost of the goods? 

Mr. Barth: Yes; for that period. 

Mr. Redfield: That is what we are talking about. 
Is it not the fact, as your experience in various 
factories has shown, that the total burden cost is 
sometimes as great as the combined labor and 
material cost? 

Mr. Barth: Frequently far more. 

Mr. Redfield: Is it not the fact that the actual 
productive labor per unit in that period and for that 
quantity is often a minor element in the cost? 

Mr. Barth: Perfectly true. 

Mr. Redfield: Is it not the fact that the material 
cost per unit for the lot in that period is often as 
much as or larger than the labor cost? 

Mr. Barth: As much as or larger? Very fre- 
quently it is a bigger part; sometimes a minor. 

Mr. Redfield: Is it not a fact, therefore, that 
often in that period and for that lot the unit cost 
of labor is the smallest element in cost? 

Mr. Barth: Perfectly true. 

Mr. Redfield: And is it not apt to be so just in 
proportion as the management is wise and as it is 
accurate in setting this burden cost? 

Mr. Barth: Perfectly true. While I have been 
intensely interested in my work as an engineer I 
have become far more fascinated with the cost and | 
accounting side of a business, just because of the 
many ways in which this may be looked upon and 
handled, or rather mishandled. 

Mr. Redfield: Is it your experience that in the 
shops you have visited manufacturers know, as a > 
rule, with reasonable accuracy what their goods are 
costing them? 

Mr. Barth: That is absolutely not true, in a 
great many of them. 

Mr. Redfield: Is it or is it not the fact that in 
your experience the burden charge is commonly 
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underestimated ? 
Mr. Barth: Yes. 
Mr. Redfield: 

experience, that the labor cost per unit and the 

effect of the rate of wages upon labor cost is 
commonly overestimated ? 

Mr. Barth: Absolutely. All some managements 
can see in cost is the size of the pay roll at the 
end of the week. One of the curses of the present 
way of doing business by a number of incompetent 
managers is that, because they do not know how 
to keep cost, they believe, for a limited time, that 
they are making money—believe they are making 
money, when in reality they are losing, and by 
their low selling prices drive competition to a point 
far beyond its legitimate limit. I know a company 
that has struggled for years and years against such 
competition, and only because of its excellent man- 
agement has been able to keep its head above water. 
Their business has appeared to be one with very 
large and promising returns, and for this reason 
a number of concerns have been induced to go into 
competition with them; and while these, one after 
the other, have gone down in the attempt, they 
have, while they lasted, caused the company I have 
in mind a great deal of illegitimate trouble. 

Mr. Redfield: What have you to say further as 
regards the effect of the Taylor system of scien- 
tific management upon workmen in shops? Have 
you any more instances you can relate? 

Mr. Barth: Yes, sir. I have certain things I 
want to say. The fear has been expressed that 
through our so-called system of scientific manage- 
ment we make automatons of the workmen. The 
fact about that is that, in my experience and judg- 
_ ment, we produce far fewer, for the reason that the 
- management itself keeps so closely in touch with 
what is going on that they more readily see the 
inhumanity of making automatons of human beings. 
I do not recollect that in all the 13 years that I 
have been connected with Mr. Taylor’s work I 
have come across a single case as bad as one I 
found in the shop I told about, where a man was 
running a planer without a cut, and pretending to 
work; namely, that of an old man driving little 
_ bits of rivets in certain parts of platform scales, 
which had been his only work for 42 years past. 
I do not believe that this would have existed under 
scientific management. 

Mr. Redfield: Where was that? 


Is it or is it not true, in your 
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Mr. Barth: At the Fairbanks Co. The man had 
been doing the same thing for 42 years. 

The Chairman: What relief would scientific man- 
agement have given him? 

Mr. Barth: We would probably have invented 
a machine to do that thing long ago, in a much 
better fashion. The man would have learned to 
handle that machine instead of using his own hands 
and arms to work that hammer up and down. 

The Chairman: What would scientific manage- 
ment have done for him if you had been unable to 
invent your machine? 

Mr. Barth: We would probably have distributed 
that work, at least I should judge we would have 
had men taking turns at it, along the principles 
laid down long ago by Mr. Bellamy in his wonder- 
ful book “Looking Backward,” in which he sug- 
gests that the time will come when all disagreeable 
labor in this world will be divided equally between 
all able-bodied men, so that a certain number of 
days out of every man’s natural life will be spent 
in performing that service to the world. 

Mr. Redfield: Give us some more illustrations. 

The Chairman: Just a moment before you get 
away from that Bellamy proposition. Do you not 
think it is more important for mankind generally 
that we should solve the problem of the distribu- 
tion of that which is produced rather than develop- 
ing any method by which production would be 
increased through increased expenditure of energy? 

Mr. Barth: I myself believe that no stone should 
be left unturned to find a solution for the unsolved 
problem of distribution, but that does not in any 
way interfere with the problem of making normal 
human beings of all workmen by keeping them em- 
ployed at a natural, normal gait during the hours 
in which they are, nominally at least, at work. 

The Chairman: Under your system, who is to 
be the judge of what constitutes a normal gait for 
each particular workman? 

Mr. Barth: That is, as Mr. Taylor has said, again 
the question of careful scientific study. 

The Chairman: With the ultimate judgment in 
the hands of the person who makes the study? 

Mr. Barth: No sir; in the hands of anybody who 
has knowledge and intelligence enough to bring to 
bear upon the subject. 

The Chairman: Who is to decide who has 


knowledge enough and who has not knowledge 
enough? 
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Mr. Barth: When it comes to the real question 
of facts of that kind they are very easily ascertained. 

The Chairman: Who can determine the fact of 
what is the normal condition of exertion or the 
normal amount of exertion on the part of,any man, 
outside of the man himself? 

Mr. Barth: Nobody would be a better judge than 
a man himself if every man could be depended on 
to be absolutely honest about the matter; and so 
he would if he was taught the truth that it would 
be to his ultimate interest and to the interest of 
the world at large to absolutely tell the truth 
about it. 

The Chairman: Do you mean to convey the im- 
pression that an employer, or the representative of 
the employer making a study of what should con- 
stitute the normal condition of a man, would be 
any more honest in his conclusions in regard to 
the normal conditions than the man himself? 

Mr. Barth: Not at all. For the very reason that 
the man has had every chance in the world to give 
his opinion and he has usually failed in every 
instance. 

The Chairman: It is not so much the question 
of who can give opinions, but a question of where 
the ultimate authority rests to determine what the 
normal condition is. 

Mr. Barth: Mr. Chairman, this is, of course, like 
all scientific problems outside of the few exact 
sciences—a hair-splitting solution of the problem 
is impossible, but a practical solution is possible. 

The Chairman: It is a very important factor in 
the entire relationship between an employer and 
an employee as to whether the final authority in 
determining the relation between the two shall rest 
with one or the other, or with both jointly. 

Mr. Barth: With us it rests with both jointly. 

The Chairman: In case of dispute between the 
two, who settles it. 

Mr. Barth: We shall wait until the dispute arises. 
It has never arisen with me personally in these 
13 years. 

The Chairman: Now, in working out your 
theory, where do you rest the authority when a 
dispute arises? 

Mr. Barth: A dispute as to this has never gotten 
- so far that a serious decision of that kind has been 
necessary. 

The Chairman: Has not that been true because 
of the fact that your entire policy is based upon 
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the management dealing with the employees in- 
dividually ? 

Mr. Barth: That I dare not say. I have per- 
sonally had no trouble and I am not looking for 
trouble and shall wait until it comes my way. My 
trouble in introducing the system has been entirely 
confined to the foremen and the management them- 
selves. Any little trouble I had had with the work- 
men have vanished just as soon as they have arisen. 

The Chairman: I am perfectly satisfied, Mr. 


- Barth, to let anyone who reads this statement take 


that kind of a reply to my question. 

Mr. Redfield: I do not think, Mr. Barth, that 
your answer is a responsive one. I think you 
should answer the chairman’s question more speci- 
fically. 

Mr. Barth: Will you read the question again? 

The reporter repeated the question, as follows: 

The Chairman: Has not that been true because of the 
fact that your entire policy is based upon the management 
dealing with the employees individually? 

Mr. Barth: I can not say. When I have had no 
trouble of that sort I can not give any specific rea- 
son why I did not have trouble. I can only state 
the fact that I have had no trouble from that source. 
But as I now realize that the chairman’s idea is that, 
under those conditions, cases may arise where the 
stronger hand of the management would have a 
great deal to do with a potential trouble not com- 
ing to the surface and that his idea is that unless 
the employee feels that he has behind him as strong 
a hand as that which can be wielded by the manage- 
ment, the real fact may not come to the front; and 
as I see that his idea is that unions, or their equival- 
ents, should be that counterpoise to what is or- 
dinarily considered the manager’s stronger hand I, 
myself, would be delighted to deal with an organi- 
zation of fairminded men that will look all the 
facts square in the face, for the more competent 
judges we can get the better I shall certainly feel. 

The Chairman: Is it not true that the general 
policy of your entire system is to lay down the 
system and say this is right; now, if you are will- 
ing to agree to this system we will deal with you; 
if you are not willing to agree with this system 
we will not deal with you? Would that not be an 
unfair proposition in the first place, and the as- 
sumption of superiority on the part of the man- 
agement? 

Mr. Barth: That may be partly true, but in one 
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sense it is absolutely not true. The way business 
is conducted to-day there can be no other way than 
that the management lays down the general policy. 
For instance, I do not think that anybody to-day 
could find exception with the management for 
either wanting to introduce a system like ours or 
for not wanting to. I do not think that we could 
go to work and at the same time canvass the 
employees to ascertain what their wishes would he 
in the matter, as it would be impossible at the 
present state, when the system is so absolutely mis- 
understood, not only by most workmen but even 
by most managers, to get an expression of opinion 
that would be worth anything whatsoever; and for 
this reason the general policy of — must 
still be vested in the management. 

The Chairman: If the general policy of manage- 
ment must be vested in the managers, and the ap- 
plication of that policy in any manner affect the 
workman, is it not entirely wrong to have absolute 
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and final power vested in the hands of the man- 


agement, so as to apply to those workers indi- 
vidually ? 

Mr. Barth: 
think a great d 


that score I used to feel and 
, aS a younger man. I keenly felt, 


O 


and still féel, the injustice of the present order of | 


society. I have suffered much because I have ex- 
pressed opinions against it to people who are satis- 
fied with things as they are. I have arrived at the 
conclusion, however, that whatever general condi- 


tions exist at any one period of the world’s history - 
is, in the main, part of a natural development which > 


git 


can not readily be changed into anything ‘better ~ 


except through further slow and painful develop- 
ment of each individual rather than of the develop- 
ment of society as a whole. 

And I will not hesitate to tell you that the only 
religious belief I have, the only faith I have, is that 
some time this world ‘will develop, helped a little 
through the efforts of men who feel like you and 
I do, so that all men will be more nearly equal in 
every way, physically, mentally, and morally, and 
that that is the only heaven that humanity can 
ever look for. 

I have learned to look upon myself as one of the 
little bricks in the building up of the future grand 
humanity, and I want to try to be as good a brick 
as I can with my limited abilities and opportunities ; 
and in my present work I believe that I have found 
a little niche in the world that I can fill, not only 
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without detriment to anybody, but even with some 
beneficial influence on my immediate surroundings. 
I am a product of these surroundings; and I have 
to work in these surroundings as I find them; and 
I do not see how I can work as an engineer with- 
out accepting the proposition, the ordinarily ac- 
cepted theory, that the manager or the owner of 
a business has a right to lay out the general poli- 
cies; because, as a rule, he is a broader man than 
the men who work for him, and because as an 
individual he has more at stake, as things are now 
constituted. 

I am very much concerned that the statesman, 
as his enormous task in the world, shall eventually 
find a solution for the present wrong order of 
society, and as one part of that solution the proper 
distribution of all wealth produced. But I do not 
consider that it is given me to become a statesman 
and meddle with those affairs, so I have resigned 
myself to my fate of doing my share of the world’s 
‘Work as an engineer, whose business it is to do all 
he can to produce wealth without in any way 
oppressing any individual or class of individuals, 
but, on the other hand, to do it along so broad- 
minded lines that he helps men to develop, so far 
as possible, into the highest type of normal human 
beings. 

One of the requfsites for this is, it appears to 
me, that a man who works for somebody else is 
honest both with himself, his employers, and his 
general surroundings, as_regards what he does and 
can do. 

The Chairman: Now, assuming that this scien- 
tific management, or the Taylor system, in all its 
phases, with the exception of those phases that 
induce a greater expenditure on the part of the 
workman, are introduced, would you not thus have 
added to the productivity of the man? 

Mr. Barth: Yes. 

The Chairman: Having added to the productivity 
of the man by introducing these methods, and added 
to the productivity without any increased energy 
on the part of the man, and with the knowledge 
that the man’s productivity is 20 times greater 
than it was 150 years ago, as stated here the other 
day, what social or economic necessity is there for 
introducing into these systems anything that in- 
creases the expenditure of energy on the part of 
the workman? 

Mr. Barth: As regards the expenditure of in- 
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creased energy on the part of the workmen, we 
all know that a certain amount of expenditure of 
energy is absolutely necessary for the normal 
growth of individuals. We cannot grow into 
healthy human beings without expending a certain 
amount of energy every 24 hours, with occasional 
rests between, which will not be hurtful. However, 
this is not the case when a man lets on as if he 
is working when he is not or when he runs his 
machine at a lower rate than he himself knows that 
it may be run or a lower rate than we so often 
can show him how to run it. 

I believe that men frequently spend more all- 
around energy in letting on as if they are working 
hard when in reality they are doing but little, and 
this is certainly energy of a most deplorably waste- 
ful kind. 

The Chairman: Admitting, for the sake of illus- 
tration, that continuous work, uninterruptedly, 
would be beneficial to the productive capacity of 
mankind, are there not other phases of man’s nature 
that can be benefited by occasional rest from the 
grind of production? 

Mr. Barth: Surely; but I believe that it would 
be much better if these interruptions were only 
daily and not by days, weeks, or months, as so 
many people want them. 

The Chairman: Would that not be better from 
the standpoint of production and not from the 
standpoint of the comfort or pleasure or happiness 
of the man? 

Mr. Barth: Personally I do not believe so. I 
find myself far happier when I have enough recrea- 
tion every day and work every day, including 
Sunday, for which I make no distinction from the 
rest of the week, and never shall. 

Mr. Redfield: Mr. Barth, is it or is it not the 
fact that in your system, so far as the man is con- 
cerned, you aim to cut out useless and wasted 
motions? 

Mr. Barth: Absolutely. 7 

Mr. Redfield: Is it a fact, and if so, can you say 
to what extent, that in so doing your aim is to 
teach the man to do the same or a greater amount 
of productive work with a smaller expenditure of 
energy? 

Mr. Barth: Either a greater production with the 
same energy or the same production with less. 

Mr. Redfield: The same production with less 
energy? 
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_ Mr. Barth: Yes, sir. 

Mr. Redfield: To what extent is it true, if it 
is true at all, that your system does call for a greater 
outlay of energy on the part of the worker? 

Mr. Barth: I can not say very much on that sub- 
ject, because my part in the whole scheme has 
grown bigger than, as a rule, to deal with individual 
cases, and I now principally have to confine myself 
to lay down the law to those who deal directly 
with the workmen. It is only a comparatively short 
time I can remain with a concern after they get 
far enough along to get time study going, and that 
is turned over to other men. But these are in- 
structed by me along the lines of never overwork- 
ing anybody; and if any case arises where there 
is any doubt, that the man shall have the benefit 
of that doubt. 

The Chairman: If. there is no desire on the part 
of scientific management to have increased expend- 
iture of energy, why the continual protest against 
the loafing and soldiering which existed under the 
old conditions and which, you contend, are elim- 
inated under the new conditions? 

Mr. Barth: We certainly want increased ex- 
penditure of energy where previously there was 
none, or we want to change nonproductive energy 
into productive energy. 

The Chairman: There have been statements 
made here of soldiering and about the elimination 
of soldiering under the new system. If the new | 
system eliminates soldiering, would not that of it- 
self require greater expenditure of energy on the 
part of the man who had been soldiering? 

Mr. Barth: Most assuredly. 

The Chairman: Who is to determine what is 
soldiering and what is not soldiering? 

Mr. Barth: I think we have already settled that. 

The Chairman: Who has decided? 

Mr. Barth: We have already talked a great deal 
about it. 

The Chairman: Who is to decide under your 
new system, and who decides under the old system. 


Mr. Barth: That is mutually agreed upon be-_ | 


tween the time setter and the man working. 
The Chairman: Is it not, as a matter of fact, a 
question of judgment on the part of somebody as 
to whether somebody else is soldiering, or is not. 
soldiering, in many instances where soldiering is — 
said to exist? 
Mr. Barth: I dare say because I have not been 
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able to watch every case in this world. I have only 
personally observed an infinitesimal fraction of 
soldiering done in the world. I have preferably 
never set out hunting for it. 

The Chairman: And that was your judgment, 
that soldiering existed, that these men were soldier- 
ing? 
Mr. Barth: Most assuredly. And when you bring 
the facts before them they will not deny it. 

The Chairman: Under your system is it not 
recognized that different men have different capaci- 
ties? 

Barth: Most assuredly. 

The Chairman: Then how are you to determine, 
as an individual, whether or not the other indi- 
vidual, simply by observation, whether the indi- 
vidual is soldiering or is not soldiering? 


Mr. Barth: Merely by bringing my impression — 


to the attention of the individual and having him 
admit it. That is the only sure proof. 

Mr. Tilson: In your experience, Mr. Barth, how 
general is soldiering? 

Mr. Barth: That depends on a great many cir- 
cumstances. There are some shops where there is 
very little of it. There are more shops in which I 
do not suppose, if we hunted for it, we might find 
a case in a day. The most substantial improve- 
ments we have made have been by reducing motions 
and improving machinery. I never go into a shop 
with the idea of unearthing loafing at all. I only 
go, regardless of what has existed, to introduce our 
way of handling matters. 

The Chairman: Is it not true that under the old 

system of management a man’s desire to hold his 
job is, in itself, a safeguard against any great 
@mount of soldiering? 
* Mr. Barth: Certainly, and that is the reason that 
the thing is so demoralizing, because he dare not 
do it openly, but it must be done like a sneak 
thief; he deliberately steals his employer’s time 
that he is paid for. We never find much fault with 
the man who is found loafing and stands up as 
a man and admits it. 


Mr. Tilson: Do you frequently find men soldier- ; 


ing who admit it? 

Mr. Barth: There is not much trouble about 
that. I have no trouble getting a man to admit 
anything he does that is wrong. 

Mr. Tilson: Have you found it in cases where 
piecework is the rule as well where daywork is 
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the rule? 

Mr. Barth: In piecework shops I can not now 
call to mind a specific instance where I have per- 
sonally seen a man loafing, but the study of the 
jobs made has made it absolutely evident that he 
must have been, and we have frequently had no 
trouble whatsoever to get a man to admit that 
such has been the case’; and we find no fault with 
him, because we know that under the old system 
of management he would simply have been cut in 
the price per piece the minute he put forth efforts 
to utilize his time properly. 

The Chairman: What guarantee has the work- 
man got that his price would not be cut under the 
new system if he put forth an additional amount 
of energy? 

Mr. Barth: Nothing more than that it is one 
of our essential conditions for going into a shop. 
We make the management understand that that 
is what we stand for, and that that is what they 
must stand for. One human being can not guar- 
antee another human being. I can never feel sure 
that after I work hard on the manager and men 
that what I have established will not rattle down 
in the course of time. Progress sometimes goes 
backward for awhile, but never in the long run. 

As a further example of human beings being 
made automatons under the old system just as much 
as they may under the new, in spite of all efforts to 
avoid it, I like to cite the case of a number of 
women I saw feeding the printing presses in the 
Public Printing Office of the Government the other 
day. I can imagine no more automatic work than to 
sit in an awkward position, as some of them did, 
and shove pieces of paper up against two stops at 
right angles to each other to get the proper regis- 
tration of the paper in the machine. I am exceed- 
ingly happy, however, to ‘know that great strides 
have been made in the way of inventing self-feeders 
for this kind of machines. They are entirely suc- 
cessful when only one color is printed, but up to 
date, so far as I know, have not been successful 
when more than one color is to be printed, because 
then the registration has to be so nearly perfect 
that the mechanism invented to date has not been 
able to produce the required accuracy with certainty. 

I would like to cite the case of two men that 
for some reason or other quit some years ago. Both 
men left Link Belt Engineering Co. after the sys- 
tem had been in operation for some time, but before 
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I got through there they returned. 

The one man operated a large boring machine, 
and he told me that, while working at the South- 
wark Foundry in the same city, he had been 
unable to stand the disagreeableness of hanging 
around the tool room, often as long as an hour 
at a time, waiting for a boring cutter that at the 


ink Belt Engineering Co. would either be fur- 
cette bi with the job, or which he could send for 
in a féw minutes through a boy on the floor. He 
said his manliness would not permit him to stand 
for those things after he had seen something better. 

The other man had gone to the Standard Roller 
Bearing Co.’s shops to work on a drill press. He 
told me it was impossible for him to stand the 
fact that every drill press in the shop was far under- 
speeded—that even so the other drill-press hands 
did not run as fast as they could, and that he 
himself could not do a fraction of the work that he 
knew could be done, doing the best his drill-press 
would permit him. His sense of manliness had 
been so developed under our system that he could 
no longer be happy in the conditions he found on 
the outside. 

Under the old system they sometimes adopt what 
they call the contract system of paying or deal- 
ing with the men, which means that rates are given 
to a contractor, and that he hires the men at the 
wages he sees fit, with no limitations on the profits 
he may make on his men. Only a few days ago 
a former contractor told me that he never made 
less than $1 to $1.50 per day on each man working 
for him, money which he now admits belonged to 
the men, and the greater part of which would go 
to the men under a management like ours, in which 
we do not tolerate any middlemen to divide in the 
premiums or bonuses. 

I would also like to say that on my last trip 
to Watertown, where the strike occurred in the 
foundry because the great mistake was made of 
starting a time study without the customary prep- 
aration, I, for the first time, met Mr. Cooney, who 
is one of those, as I understand it, who was prin- 
cipally instrumental in bringing the strike on. The 
time-study man was exceedingly anxious that I 
should meet Mr. Cooney and see what a fine man 
he is, and what an exceedingly hard worker he is. 
I took great delight in making Mr. Cooney’s 
acquaintance, and commented on the good reputa- 
tion he enjoyed all around; and after a while I 
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said: “Mr. Cooney, I guess by this time you realize 
that we are not as bad as you thought we were, 
and that our efforts are to help you instead of 
hurting you.” He said, “Mr. Barth, our concern 
is not for the present. As things go now, here, 
nothing could be nicer; our concern is for the 
future.” I said, “Mr. Cooney, I do not believe you 
need to have any anxiety for the future; at least 
we are working for the future more than for the 
present.” He then told me that he could not alto- 
gether see through this scheme of ours, because » 
he was not producing any more than he used to, 
and still he was getting a great deal more money. 
I said, “Mr. Cooney, you are mistaken. You would 
not get any more money unless you were producing 
more. I am afraid that you mistake work for pro- 
duction, and look upon your production merely as 
the effort you put forth.” 

This proved to be the case, because the facts 
were that he produced a great many more molds 
in a given time than formerly, because the job was 
properly prepared for him, laborers doing this, that, 
and the other thing; and the remarkable thing is 
that Mr. Cooney told me he had, in former years, 
himself tried to prevail upon the foreman to have 
some of that work done by somebody else, because 
he could put his own time to better advantage. I 
said, “That is just an example of what we do. We 
do not even wait for you to ask us those things. 
We systematically ferret them out. We make you 
more productive, because we make you utilize your 
ability as an expert molder to do real expert work, 
and eliminate the waste of your time on the easier 
jobs that can be done by less competent men.” 

The Chairman: Mr. Cooney, in testifying before 
this committee, stated one instance in which he 
had made a mold—I do not recall the technical 
terms—made one mold in the same frame or case 
that could have held two molds, and in so doing 
was following out the directions from the planning 
department after this new system had come into 
existence; and he clearly demonstrated to my satis- 
faction that he could have placed two molds in 
the same frame or case and thereby have saved 
a great deal of work, or produced more with the 
same amount of work. 

Mr. Barth: Yes? 

The Chairman: That would not be an indication 
of the correctness of the statement which you now 
make, would it? 
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Mr. Barth: That must have been a different mold 
from the particular one I was speaking about; and 
the case only demonstrates the general fallibility 
of human flesh. We frequently make mistakes; 
and we want a man, as soon as he discovers a 
mistake, to call our attention to it, and preferably 
before he does anything else. All we insist upon 
is that a man shall not deviate from our instruc- 
tions, but immediately report to us when the in- 
structions look wrong to him in any way. We 
want implicit obedience to our orders and in- 
structions, unless a man can show us that there 
is something wrong about them. Just as when 
you have a servant in your house and you give 
her an order that she thinks is not right—if she 
goes and does something totally different from 
what you wanted done, without referring back 
to you, you do not like it. We do not want any 
man to do a thing just because he is told to do 
it. Absolutely not. But we do want him to do 
what he is told, unless he can first prove to us 


. . that he can do it better some other way, and then 


gets that way sanctioned by us. 

Mr. Tilson: Are there any cases where men do 
produce no more than formerly, and get more 
wages? 

Mr. Barth: Yes; and that is merely because the 
circumstances happen to be such. 

Mr. Tilson: In other words, he had not been 
receiving what he should have been? 

- Mr. Barth: That is it. 

The Chairman: There were some 
brought to our attention in which the workman 
stated before the committee that he was, under the 
new sysem, receiving greater wages without any 
greater production, and he specified what he had 
produced, and what he had received for his pro- 
duction, and what he was then producing, and what 
wage he was then receiving, showing that for the 
same amount of production he was getting a greater 
amount of wage under the new system than under 
the old system; would that occur? 

Mr. Barth: That can be due to one or the other 
of two causes. Either a mistake had been made 


in making the time too long; or else the man had — 


done so well before that, the way we look at it, 
he had not gotten what he was entitled to before. 
Let me add that these cases are so rare that the 
net result is always a substantial increase of pro- 
duction. 


instances 
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Mr. Tilson: As I remember this young man, his 
principal objection was that this good thing was 
too good to last. He was getting something like 
30 or 40 or 50 per cent increase, as I remember, 
over his former wages, and was not producing any 
more, and he said he knew that could not last, 
and therefore he did not have any confidence in it. 

Mr. Barth: A case of that kind appearing early 
in the introduction of these methods must be looked 
upon as exceedingly unfortunate, for the very 
reason that men are necessarily, and possibly cor- 
rectly, suspicious of all new things. 

Mr. Tilson: I thought this young man was a 
particularly fine workman; he gave every indication 
of being a particularly good man in his line. 

Mr. Barth: I can only say that I am delighted 
that the man got the money, and I am sorry that 


the circumstances were such that he got the wrong 


idea of our intentions. 

Mr. Tilson: I was rather glad he got it too; I 
thought it was due him. 

Mr. Barth: Now, as regards the manager’s side 
of this question, and the general impression that 
no manager would be likely to want this system 
unless he could make more profit: In no less than 
two cases in which managers have gone into our 
methods, they have expressed the sentiment that 
they would be perfectly satisfied if they found that 
they themselves were no better off, and the men 
merely were benefited. 

In other words, there are as many managers who 
are broad-minded human beings as there are among 
other classes of men. But you do not pick up that 
kind every day, and for that reason I feel that it 
is not safe for a man to be working merely with 
the end in view of benefiting the workmen with- 
out also being able to benefit the owners of a 
company. 

Mr. Tilson: In order to protect the workman 
himself, it ought to be a part of this system that 
the employer should benefit by it, in order to be 
sure— 

Mr. Barth: Most managers would not have gone 
into it if they did mot get a part of it. It is not 
safe to count without that. You always have to 
get down to the selfish motives when you deal 
with any class of humanity, at the present day. 

The Chairman: Is it not true that the same 
selfish motive would cause the workman to be very 
wary of anything that looked like a bait; that 
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motive would cause him to be wary? 

Mr. Barth: Surely; and nobody can find any 
fault with him, in view of the experiences of work- 
men with the ordinary style of manager. 

Mr. Tilson: We are all getting pretty close to- 


gether there now. 

Mr. Barth: I can not believe that as ordinary 
intelligent human beings we can be very far apart. 
If I can not convince you, you can convince me. 
Right here, will you allow me to make part of 
this record at t a part of an address that I 
made two years ago to a party of managers. Read- 
ing it you will realize that I do not handle things 
with kid gloves. I would like to make the whole 
thing part of these records. I was asked to address 
them on premium systems. (Reading:) 


PREMIUM SYSTEMS, BY CARL G. BARTH, FROM 
SYNOPSIS OF PROCEEDINGS OF THE TWELFTH 
ANNUAL CONVENTION OF THE NATIONAL METAL 
TRADES ASSOCIATION, APRIL 13 AND 14, 1910. 
HOTEL ASTOR, NEW YORK. ALSO CLIPPINGS 
FROM INDUSTRIAL ENGINEERING AND AMER- 
ICAN MACHINIST. 


(Industrial Raginsering and The Engineering Digest. 90 West Street, 
New York. September, 1910.) 


COOPERATION BETWEEN EMPLOYER AND WORKMAN 


Twenty years ago the late Abram S. Hewitt, in a famous 
address delivered before the American Institute of Mining 
Engineers, spoke of a coming industrial age when the 
laborer should be a capitalist, and when labor wouid em- 
ploy capital instead of capital employing labor. We are 
as yet far from reaching that ideal, if we ever shall reach 
it, but there are indications that a new era is approaching 
in which some of the good features of Mr. Hewitt’s ideal 
will be realized, the era of cooperation between the employer 
and the workmen to increase the efficiency of both capital 
and labor and to secure larger returns for both. 

One of the prophets of this new era is Mr. Carl G. Barth. 
He is one of the small group of men who have been active 
in introducing the task and bonus system with scientific 
time study into workshops, and he speaks from experience. 
He is not a believer in the various premium systems, 
which he looks on as “patent medicines.” In a paper read 
at the New York meeting of the National Metal Trades 
Association in April Mr. Barth gave some ideas on the co- 
operative system, and on the evils which it is expected 
to overcome, which are worthy of careful consideration 
by every employer of labor. We quote from his paper 
the following: 


PREMIUM SYSTEMS 
(A general discussion by Carl G. Barth) 

GENTLEMEN: It would seem that the various pre- 
mium systems in vogue at the present time have been so 
thoroughly discussed, both in our technical papers and in 
addresses before this and other industrial organizations, 
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that by this time everybody interested would know and 
understand the subject quite thoroughly. It would, there- 
fore, also seem quite out of place for anybody to attempt 
further to enlighten the public in the matter, and particu- 
larly the members of this organization, than whom no body 
of men can have been more vitally interested. However, — 
the fact that your commissioner has invited me to address 
you on the subject shows that everybody does not feel 
that way about it, and as a consequence, I shall not 
hesitate to attempt to discuss with you the results of my 
own studies and experiences with the subject as well as 
I can in the limited time allotted to it. 


PREMIUM PLANS AS PATENT MEDICINES 


Let me say at once that I personally look upon most of 
the premium schemes as so many patent medicines only, 
compounded from time to time by old-school physicians 
as remedies for difficulties over wages between employers 
and employees; for just as most of the ills to which 
human flesh is liable can not be cured by medicine alone, 
although often much relieved by it, so also no particular 
mode of paying a workman can possibly be looked for 
alone to remove the distrust and misunderstanding between 
employers and their employees which, through strikes and 
lockouts in the past have led up to the present-day labor 
unions on the one hand and to such unions of employers 
as your own organization on the other. 

“What you need is to take your employees individually 
into your full confidence—I mean, of course, through a 
sufficient number of the proper kind of well-trained fore- 
men and other representatives as middlemen—and so to co- 
operate with them that each will learn to look upon you 
as his direct partner in the way of delivering the goods. 
Then if, as often as you together accomplish a substantial 
task you give him in addition to his regular wages, and, 
as it may be figured almost equally satisfactory by any of 
the various schemes already in vogue for paying work- 
men, a fair share of the extra profits you will derive from 
the extra results obtained by your hearty cooperation, all 
will be well between you.” 


EMPLOYER MIGHT SAVE MAN'S TIME 


Now, what do I mean by such cooperation? Only that 
you carry to its ultimate conclusions what, in the very 
nature of your being the employer, you already do to a 
lesser extent, for it is evident that without any cooperation 
on your part your employees can accomplish nothing. To 
realize what this means put yourself in the position of one 
of your employees and examine into everything that must be 
attended to before he can actually devote his undivided time 
and attention to the particular part of his job for which he 
is especially fitted and for which you have especially hired 
him. You will find that in most cases he is compelled to 
do a number of things which in reality are foreign to his 
job and which you can do for him much better and cheaper 
than he can. 

You will perhaps find him wasting a lot of time getting 
the material he is to work upon to his machine, or in 
getting hold of the right drawings, or in procuring the tools 
that in his opinion are the most suitable for the job, but 
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which in reality may be far from such, both those for 
securing the work and those for doing the machining, or 
whatever else is to be done; and you will find that if he 
calls on his foreman for assistance this overworked func- 
tionary is just then too busy with the clerical part of his 
duties to give him sufficient attention, if, indeed, any at 
all. You will also find that there is something or other the 
matter with his machine—not enough to make it impossible 
“to do the work on it, but just enough to make him lose 
a good deal of time making the best of it. 


REAL MANAGER LOOKS AFTER THESE DETAILS 


More than this, you may find that the work he has to 
do is not that for which his machine is best suited; or 
that, if it is so in design, it is not so speeded as to allow 
the work to be done in even approximately the time in 
which it ought to be done; or if it is, that the man, even 
though a first-class mechanic, very naturally does not know 
enough about the art of cutting metals to select the most 
economical feed and speed for his work. In fact, there is 
no end to the things that you may thus find which, if you 
think about them rightly, you will conclude that it is really 
your part of the business as a true manager to have looked 
after in a careful and systematic manner in order to get 
the most out of your machines and their attendants and 
make these feel that you have their general comfort and 
ease of mind at heart. 


Precework Time UNCERTAIN 
REDUCTIONS FORCED UPON EFFICIENT 

You will also realize what a haphazard and uncertain 
thing the time for doing a piece of work is under existing 
conditions and that no end of records of what this time 
has been can be a real indication of what it should be, and 
hence that no system or plan for paying a man for his 
job which has such records for its basis can constitute a 
satisfactory contract between yourself and your employees, 
although the worst part of such contracts, whether in the 
form of piece rates or premium time allowances of one 
kind or another, is the fact that you almost invariably 
stand ready to force your employee to accept readjustments 
of them when he, either through exceptional good luck or 
by extraordinary efforts, has succeeded in doing a little 
too well. 

Nor is the matter materially improved by any such in- 
genious, automatic, premium-regulating plan as that first 
invented by Mr. Rowan, of England, to guard against the 
possibility of a workman ever carrying too much of his 
employer’s money away in his pay envelope, and thus also 
to avoid the irresistible temptation to reduce a time allow- 
ance or a piece price which in this manner has proven 
itself such a treacherous thing to the management. 


VARIOUS PLANS ARE COMPARED 


At this point of our argument it may perhaps be of 
some interest to make a comparison of the original Halsey 
premium plan and the modification made of this by Mr. 
Rowan as just referred to. We do this by means of fig- 
ure 1’, in which the Halsey plan is represented both with 
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a premium equal to one-third of the time saving effected, 
as favored by Mr. Halsey himself, and with a premium 
of one-half of this time, as favored by other champions 
of this plan. The diagram is made out for a job with 
a time allowance of 15 hours and shows all the theo- 
retically possible earnings on all three premium plans re- 
ferred to, the day wage portion of these and the percent- 
ages that the premium bears to the latter. It will be seen 
that the premium for reducing the time allowance to 10 
hours, or by one-third, amounts to 3'4 hours by the Rowan 
plan, 2% hours by the Halsey plan with premium of one- 
half the time saved, and to 1%4 hours by the Halsey plan 
with the premium of one-third. Also, that in percentages 
of the time actually worked, these various premiums 
amount respectively to 33% per cent, 25 per cent and 
1624 per cent. It will further be seen that, for the Halsey 
plan with premium of one-half the time saved, this premium 
is exactly the same as for the Rowan plan when the 
time is reduced to 7% hours, or in other words, cut in 
half; also that this premium, which amounts to 3% hours, 


or 50 per cent of the time actually worked, is the maximum 


absolute premium that can be earned on the Rowan plan. 
Similarly the Halsey plan, with the premium of one-third 
the time saved, gives the same premium as the Rowan 
plan when the time allowed is reduced to 5 hours, Le., by 
two-thirds; and it will be seen that it amounts to 3% 
hours, or 66%4 per cent of the time actually worked. 


WORKMAN MAY SCENT REAL PURPOSE 


A further study of this diagram will make it apparent 
that the Rowan plan can not be very successful in inducing 
a workman to give away the time in which he can do a 
piece of work when the time allowance for this is excess- 
ive; for it is then so easy for him to earn a substantial in- 
crease over his day wages by only moderate exertions 
that the slightly higher relative increase that further ex- 
ertions would net him will not appear to be worth his 
while. Of course, I do not mean to say that a workman 
will read this into the mathematical rule for figuring the 
premium on the Rowan plan the first time he is put to 
work on it, but experience will soon teach him to do so 
and to view it in its true light, i.e., an ingenious plan to 
induce him, without adequate remuneration, to disclose the 
real time required for the execution of a piece of work 
about which the management has shown its complete 
ignorance. 

Compared with this scheme, either of the original 
Halsey plans provides a more moderate premium where 
only moderate exertions are required to reduce materially 
the time allowance; but one which increases at a sufficiently 
high rate with increasing time reduction to constitute a 
real incentive for a man to take advantage of it, provided 
he has no reason to fear that the handsome premium 
thereby earned will weigh so heavily in the manager’s 
stomach as to induce him to take what he believes to be 
the right remedy for this kind of indigestion, viz., reduc- 
tion of the time allowance for the job—only later to dis- 
cover that what temporarily was medicine to him was 
poison to the workman. 
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APPLICATION OF PRINCIPLES 
GUESS METHOD DETERMINING TIME ALLOWANCE 


Having thus made a brief review of the application of 
the two principal premium plans to a job for which the 
management has guessed, by aid of previous records or 
otherwise, that 15 hours would constitute a proper time 
allowance—such a guess method of determining a time 
allowance being the only one the originators of these 
premium plans ever had in mind—let us now also see how 
these may be applied, the same as Mr. Taylor’s differen- 
tial piece-rate system and Mr. Gantt’s bonus system, to 
work done under a management which thoroughly co- 
operates with its employees, and which because of this co- 
operation, is able to set a task time limit on a piece of 
work such that if this cooperation results in the work being 
done within this time limit the workman receives his 
share of the good results obtained in the form of a sub- 
stantial bonus or premium. Such an application of these 
premium plans, together with their comparison with the 
two cooperative task plans, is exhibited in another diagram. 


MATHEMATICAL EXPLANATION OF DIAGRAMS 


Figure 2' is made for a job for which 10 hours of work 
is known to the management to constitute a task for which 
a premium or bonus of one-third, or 33% per cent, over and 
above regular day wages is a sufficient prospective re- 
ward for the workman to induce him to work hard and 
earnestly to accomplish his part of this task, with the pos- 
sibility of his even doing somewhat better. Taking this 
time of 10 hours and this premium of 33% per cent as our 
basis for figuring, we find the total time allowance neces- 
sary for the Halsey plan with a premium of one-third the 
time saved to be 20 hours; for the same plan with a 
premium of one-half the time saved to be 16% hours; and 
for the Rowan plan, with a premium equal to the time ac- 
tually worked multiplied by the time saved and divided by 
the time allowed to be 


20 hours — 10 hours | 


15 hours; for 


3 
16% hours - 10 hours = 10 hours x 
15 a ~ = 3% hours, or the premium 


to be established for 10 hours work on all three plans, all 
as clearly brought out in the diagram. 

The Taylor differential piece-rate system is represented 
in figure 2 by a broken line, for which the time limit 
for the high rate of pay for the job under consideration is 
the same 10 hours for which we have made the premium 
3% hours, of,a tdtal high rate equal to the man’s wages 
for 13% hours. | 

The low rate of pay is here taken as five-sixths of the high 
rate, and it will be seen that the workman may be about 
11 per cent behind the time limit for the high rate before 
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the low rate will amount to only his day wages; but also 
that, by further falling behind, he runs the risk of earn- 
ing a substantial negative premium. Thus, for instance, 
if he should spend 15 hours on the job, or as much as the 
full time allowance on the Rowan premium plan, his 
earnings would be more than 25 per gent below his’ day 
wages. 
TASK WORK VERSUS PREMIUM PLANS 

It will be seen that, while Mr. Taylor’s plan offers a 
greater inducement than any of the three premium plans to 
reduce even the task time of 10 hours, Mr. Gantt’s plan 
does not offer as much, as it is rather interesting to note 
that Mr. Halsey’s premium plan when the premium is 
made one-half the time saved, in this particular respect 
exactly splits the difference between the Taylor and Gantt 


_ task plans, while the Gantt bonus and the Rowan premium 


offer substantially the same inducement for any practically 
conceivable reduction of the task time. It will be seen 
that the greatest difference between the Taylor and the 
Gantt plans is that the latter guarantees the man his day 
wages, while the former penalizes him even severely when 
he runs too far behind. On the other hand, it will be seen 
that all of the three premium plans considered enable a 
workman to earn more than his day wages for small efforts, 
even if the time allowance is such as to demand the per- 
formance of a substantial task before a premium of as 
much as 33% per cent can be earned, while the amount 
of this defect varies considerably among them, with the 
Rowan plan as least objectionable in this respect. How- 
ever, it will also be seen that, in the neighborhood of the 
time for 33% per cent premium, the three premium plans 
give results that differ but immaterially in this respect. 
To overcome the defect of the premium plans when ap- 
plied in connection with task work, as tacitly suggested 
by presenting them as in the diagram under consideration, 
all we have to do is to demand a certain amount of time 
saving before the premium figured will be allowed. Thus, 
if we wish to go the whole length and pay no premium 
unless the work is performed inside the 10 hours, we only 
add to the various rule that the premium figured by the 
mathematical part of the same will not be allowed unless 


the time saving amounts respectively to one-half on the 


Halsey plan with premium of one-third the saving, two- 
fifths on the same plan with premium of one-half the 
saving, and one-third on the Rowan plan. 


Comparison oF PLANS 
ADVANTAGES OF HALSEY PLAN 

The Halsey premium plan with premium one-half the 
time saved applied in this manner would seem to have the 
following advantages when compared with the other plan 
considered: | 

1. The premium earned when the time saving for any 
reason is enough to reduce the time below that set as the 
task, while greater than the fixed Gantt bonus, is not so 
great as the Taylor high rate, and thus meets the idea of 
the manager so frequently met with who insists that the 
greater the premium earned by the man the less should 
even be the flat labor cost to the employer. 

2. It is mathematically the simplest of the three premium 
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plans considered and while not so simple as the Gantt 
bonus plan, it is sufficiently so not to be mathematically 
objectionable in the slightest degree. 

3. Like the rest of the premium plans and in common 
with the Gantt bonus plan, it guarantees a workman his 
day rate, a perhaps negative virtue, but still one insisted 
on by most managers and workmen. 


4. It offers apparently the easiest way of gradually train-— 


ing a day worker up to the performance of a substantial 
task; for, while the eventual task demanded would be a 
saving of two-fifths of the full time from which the premium 
is calculated, this may be demanded by gradual steps 
only, as, for instance, one-tenth, one-fifth, three-tenths, and 
finally two-fifths; i.e., demanding that one-tenth more of 
the full time be saved every time the job is repeated, until 
the final task time has been reached. 


) MUST QUIT GUESSING AS TO TIME 

I do not mean to pretend to have exhausted the subject 
by what I have said, but at the same time I want to be 
on record as not considering the particular manner in 
which a workman’s reward for accomplishing his task is 
figured to be of anything but secondary importance. The 
important matter is that we abandon the old way of guess- 
ing at the time it takes to do a piece of work and earnestly 
set to work to obtain scientific methods for the determina- 
tion of the best time in which work can be done, and 
on. the strength of this set ourselves and our employes a 
definite task to accomplish each day, as so strenuously 
recommended by Mr. Taylor. 

Before relinquishing the platform to the next speaker I 
like to call attention to one of the greatest difficulties that 
all of the various schemes considered have had to contend 
with. I have in mind what I call, for lack of a better term, 
the unevenness of the machine equipment in most shops. 
To take a simple example, I found one shop with eight 
drill presses, of which only two had the same feeds and 
speeds, and still rates made for any of them were un- 
hesitatingly applied to the rest. So, also, a number of 
gear cutting machines, lathes, etc. The equipment was 
gradually unified by changes in both feeds and speeds of 
the majority of the machines in any one class, so as to 
make them all practically the same as the few already 
near enough alike. 


UNIFORMITY OF SHOP EQUIPMENT 


Diagram E"’ is an illustration of one of the drill presses 
thus changed, the changes consisting in one new set of 
back gears, new cones, and a double set of speeds to the 
counter-cone, and finally a completely new feed box secured 
from the manufacturer of one drill press already so 
equipped. And diagram F’ shows the feeds and speeds of 
all eight drill presses, and it will be seen that these are 
practically all alike, except that the two largest of them 
have one speed slower than the rest, and also a uniformly 
coarser set of feeds, though this is such as to agree quite 
closely with the smaller drill presses within a certain field. 


FIRST STEP TOWARD PEACE OF MIND 
I have thought it well to call your attention to this one 


*Not printed. 
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phase of the standardization of shop equipment, about which 
so much else has been said and written in connection with 
both premium and piecework plans, because an experience 
I had a few years ago taught me how little even tool 
manufacturers realize its importance. In a shop where we 
decided to buy two new drill presses, these were ordered 
and promised to be exact duplicates of two already on hand, 
and the greatest stress was laid on the fact that we so 
wanted them. I do not know if you can conceive my disgust 
when the new presses arrived and were found to be totally 
different in driving gear and feed motion; and the fact 
that they proved to be of much superior design, when 
considered by themselves, did not make me feel a bit 
better, for the unity of the equipment I had aimed at 
was destroyed, and this was of more importance than the 
improvements made by the manufacturer. I look upon 
such unification of the machines in a shop as the first 
step toward deriving peace of mind from any mode of 
paying workmen, and in the ultimate analysis of all our 
motives, that is what we are all after. 

Mr. Gantt asked the privilege of the floor and this being 
granted he said: 


“PIECEWORK BY ANOTHER NAME 


“I am very sorry to have to correct one or two state- 
ments made by Mr. Barth with reference to the system 
that I am supposed to stand for; but Mr. Barth has de- 
scribed the tasks and the bonus method system as intro- 
duced at the Bethlehem Steel Works about 10 years ago. 
As introduced there it had certain defects, and did not 
produce the result that we desired, namely, that of giving 
a man a continuous inducement to do all the work he 
could. About a year afterwards we discovered a method 
of giving the man his additional compensation. We gave 
him an additional compensation depending upon the amount 
of time that was allowed for the work; in other words, 
we practically fixed a piece rate. The time allowed was 
10 hours, and that gave him an additional compensation of 
3 hours, so that his pay was 13 hours for the work; that 
was simply a piece rate. If he did not do the work in 
10 hours he got his day’s pay. We have adhered to the 
idea of a task bonus instead of sticking to piecework, be- 
cause there is much objection to the term ‘piecework.’ 
Some people are fighting what is broadly termed piece- 
work, but if you can give them the thing in another shape, 
if you can call it by something else, they do not object 
to it. The only difference is that we do not allow a 
‘no account’ man to work on piecework. He must first 
come up to a certain degree of efficiency set by the expert 
before he is allowed to work piecework; otherwise he gets 
day pay. If he is not any good at day-pay work, of 
course, we would get somebody in his place.” 

Mr. Barth was granted an opportunity to reply to the 
statement by Mr. Gantt. 


FROM PIECEWORK TO THE PREMIUM PLAN 
(By F. A. Halsey) 


The premium plan as originally published was essentially 
an addition to the day’s-work plan, the workmen being 
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supposed to be continued at an existing rate of daily 
wages with an additional premium based on an increase 
of output, and in most, if not quite, all discussions of the 
plan it has been stated in words, or tacitly assumed, that 
the method of payment prior to the use of the premium 
plan was by simple day’s work. This has been true of 
everything that I have written upon the subject. During 
my shop life I had no experience with piecework and no 
occasion to devise a method of changing from piece to 
premium work, and although many inquiries have come 
to this office asking for details of the methods to be fol- 
lowed in cases of this kind I have always felt that, in 
view of the above-described situation, I was not competent 
to offer advice of value. 


CARL G. BARTH’S PLAN 


Carl G. Barth,. who is so widely and favorably known 
by his work in association with Fred W. Taylor, has had 
this problem before him and has worked out a solution 
which in several applications has proved entirely success- 
ful. The idea is simply to start with a wages-per-piece 
limit instead of a time limit. The workman is put on an 
hourly wage rate in place of the previous piece rates and 
he is then offered a premium of part of the difference be- 
tween the wages-per-piece limit and his wages for the 
time consumed in doing the work. 

Thus, suppose the wages-per-piece limit for a giveu 
piece of work to be $2.50, the workman doing it having 
an hourly rate of 25 cents, and suppose he does the work 
in six hours. Under these conditions the workman's earn- 
ings and the new cost would appear as follows: 


Wages-per-piece $2.50 
Hourly wages for six hours ............+---.. ar 1.50 
Total saving of wages per piece ............. 1.00 
$1.00 
3 


If the premium is one-third the total saving the premium 
earned per 


Weanes for om hours 1.50 
Total coset of work .... .. 183% 
cost of work 2.50 
Saving to employer .......++s 
Workman’s wages for six hours .............-.+5.. 1.50 
Workman’s total earnings for six hours ....... 1.834% 


Workman’s earnings per day of 10 hours 
10 

(183 4 x —) = $3.05 
6 
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Workman’s new earnings per day ................. 3.05 
Workman's old earnings per day .................. 2.50 
Workman’s premium per day ................ 55 


ADAPTABILITY TO VARYING CAPACITY OF MEN 
(American Machinist, Mar. 25, 1909). 

A feature of the plan of which Mr. Barth makes a great 
= is that it automatically takes care of different rates 
of ‘hourly pay based on the capacity of different men to 
produce varying amounts of work by, in effect, giving a 
low-rate man an extension of time before the limit is 
reached. Thus under the rate assumed above, the workman 
having a rate of 25 cents per hour has, in effect, a 10- 
hour limit which must be cut down before he earns a 
premium; but on the other hand, a workman having, say, 
a 20-cent rate per hour, has, in effect, a 12% hour limit— 
which he must cut down before earning a premium. Or, 
to put it otherwise, a workman earning 20 cents an hour 
would, by doing the work in 7% hours, earn the same 
premium that the 25-cent workman earns by doing it in 
6 hours. This is a distinct advantage over the time-limit 
plan which handicaps the low-rate workman by giving him 
the same time limit as that given to the workman getting 
a higher daily rate. 

In Mr. Barth’s practice the task idea is introduced by 
requiring the workman to do a certain per cent better 
than the base rate before any premium is paid, the premium 
when paid being, however, based upon the entire saving 
of time. This feature is not, of course, essential, and may 
be employed or not as the user of the plan prefers. 


THE PROPER PREMIUM RATE 


As against a premium of one-third the total saving on 
which the above tabulation is based, Mr. Barth, like so 
many others that have adopted the premium plan, pays 
a premium of one-half the saving. He does this, how- 
ever, after a preliminary time study which frequently re-- 
sults in the reduction of the wages per piece limits below 


the previous piece rates. Under these circumstances, a _ 


premium of one-half the saving is, I believe, justifiable, 
but when the limit is simply taken from existing cost 
records, I believe it to be too high, and that a premium 
of one-third the saving is all that the manufacturer should 
pay, and this whether the limits are based on records of 
the day’s work plan or on those of the piecework plan. 


There is an appearance of fairness about a half-and-half | 
division which makes it very attractive on the surface. 


Experience shows, however, that it is an unnecessarily high 
rate, the incentive under one-third the saving being sufh- 
cient in nearly all cases to bring about an increased out- 
put and to lead to very substantial increases in the wages 
earned. | 


This conclusion is not a new one, as I have advocated 


a premium rate of one-third the saving from the beginning, 
and it is no more than proper to add that accumulated 
observation only serves to confirm the wisdom of the 
conclusion. I know of one conspicuous case, which ultim- 
ately became a local bellwether and was largely followed, 
in which, against my own advice, a premium rate of one- 
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half the saving was established and in which the manager 
who did it now regrets the decision. 

The Chairman: You mentioned, either in this 
statement here or in connection with it, that when 
you employed a skilled molder you wanted a laborer 
to shovel his sand. 

Barth: Yes. 

The Chairman: Have you ever given any atten- 
tion to the idea that a change of work is rest? 
Mr. Barth: Oh, yes; a good deal. 

The Chairman: Is it not true that the more you 
specialize the work and concentrate the attention 
of the workman on any given line of work, that 
there is less opportunity for the use of all the 
muscles? 

r. Barth: Mr. Chairman, I am perfectly frank 
to say that we are only on the threshold of know- 
ing how to make the best of all these things. There 
is not a leader among us to-day that dares to say 
that we know all about it. We make no great 
prétenses. We are only earnest men trying to work 
in the right direction. We recognize this element, 
- have not been able to make much use of it, 
in so far we have failed in being thoroughly 


r. Chairman: Mr. Barth, last night, I believe, 
made a very severe criticism of our school 
em. 

r. Barth: Yes, sir. 

he Chairman: Now, our school system has been 
eloped under the leadership of men who have 
specialists in that particular line and who 


Do you not think that there is just as much 
for criticizing any other line that assumes 


scientific ? 
r. Barth: Absolutely. We admit that, and we 


of good. | 
he Chairman: In other words, you are but 

Mr. Barth: Not altogether experimenting; but 
we are big enough to realize that there is a great 
deal more to be done, a great many more experi- 
ments to be made, that a great many more minds 
must be brought to bear on the thing, a great deal 
sx i knowledge obtained. The point in which we 
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are especially weak, I believe, is psychology, which, 
however, is a comparatively new science, of which. 
but little practical use has as yet been made in the 
world. How have we been dealing with criminals 
until recently? Absolutely in the wrong way, as 
investigation shows; we are only beginning to get 
light on that subject. 

As regards education, I can tell you that this 
country is still looking for the solution of problems 
that were solved in my native country 40 years 
ago. I happened to get the benefit of the solution 
of the problem of teaching mathematics, and that 
is the reason why I am looked upon as somewhat 
of a mathematician, and I did not spend a fraction 
of the time in learning mathematics in school that 
the school children of this country spend to-day. 

The Chairman: Mr. Barth, can you give any 
instances of men having been bettered by your | 
system? 

Mr. Barth: As an individual who has as much 
right as anybody else to be happy in this world, 
so I also have a right to take my own case as an 
answer to that question. I have in this work found 
a real ideal to work for, and in spite of an awful 
lot of trouble I have had in connection with the 
same, I am to-day a far happier man than I used 
to be. I have also made other people happier by 
getting them to cooperate with me for the same 
purpose, and I will particularly mention the case 
of one man, who had a great struggle, when young, 
to acquire an education. He managed to scrape up 
enough money to go through a university and did 
so well that later on he became a professor in 
another university, a position in which he expected 
to find an ideal to live and work for: Herein he 
was disappointed, however, so that after three years 
he gave it up and went back to the shops in which 
I found him. 

I have a letter at home that I cherish highly, in 
which this man states that he owes it to me that, 
for the first time in his life, he has found some- 
thing worth while working for. There are plenty of. 
others, though I have nothing to show for it, black 
and white, except this one case. Neither can you 
ignore Mr. Taylor himself, who certainly is happier 
now when he is working and devoting his whole 
life to this same ideal, and has done so for the last 
ten years without receiving a cent of compensation ; 
not a phantom ideal, but a practical one, one that 
can and will be more nearly approached in this 
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world as the years roll by. 

Besides, there are any number of young men who 
have been materially promoted through our sys- 
tem; and it is my firm conviction that there is not 
a man who has it in him to become a better man, 
that is not made more manly because of working 
under the conditions that we strive to create. 

As a further answer to the question as to the 
necessity for increasing the productivity of the 
men, so long as we yet have not solved the prob- 
lem of properly distributing what we already pro- 
duce, one thing that surely could be done long 
before the final solution of this problem has been 
found, is by the increased productivity of men, to 
get women and children out of the factories, to 
stop all night work which is not absolutely neces- 
sary, and to make it possible for many a girl to 
stay at home and be a part of a happy home who 
now is compelled to sell herself in the streets of 
our large cities in order to hold soul and body 
together. 

The Chairman: Mr. Barth, do you look upon a 
time study in the manner in which it is taken in 
scientific management, with a certain amount of 
time arbitrarily added to the time study, as being 
a scientifically accurate determination of the time 
that it ought to take to produce an article? 

Mr. Barth: Mr. Chairman, I am very glad you 
asked me that question, because I gladly and frankly 
admit that some of those percentages are not as 
scientifically ascertained as we would like to have 
them, and as we hope to get them some day in 
the future. We have time-study men who have 
done enough work, however, to have very good 
judgment about such percentages, and no harm 
is done when that percentage is not sufficient, 
because it is immediately corrected and it helps 
to better preparation in the future. But the only 
scientific way, which has been practiced in all 
occasions where the product comes in sufficiently 
large quantities, is, besides taking the individual 
operations and the sum total of these, to take the 
total time, as a man does a job, as fully explained 
by Mr. Taylor the other day. 

Mr. Chairman, if I were not confronted with the 
necessity of still, for some years, to make money, 
I should establish a laboratory where I could study 
all those conditions at my own expense; and there 
is, in fact, a group of men now that have seriously 
under consideration the matter of finding ways and 
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means to give me money to carry on experiments 
and investigations of just this kind, which, how- 
ever, really should be undertaken by the United 
States Government. We gladly admit that we are 
not as thorough as we would like to be—who is 
in this world? But I have the inclination and 
patience to do that kind of work, as shown by the 
fact that I spent 15 years on one mathematical 
problem, and 3 on another, while I have a great 
many unsolved ones now. However, I still have 
to work to make money, particularly as I, unlike 
most people, do not care to have my savings make 
more money for me through investments; and this, 
because I believe the time will come when nobody 
will get the things money now brings except by 
the personal services he renders to the community ; 
though that time may still be 5,000 years coming. 

Commander Long: In your opinion, how would 
a system of management work wherein there is no 
premium or bonus contemplated, but where the 
work is systematically routed, properly, scientific- 
ally, and fairly timed, the only recourse being dis- 
charge when a man persistently fails to come up to 
the perfected standards. I use these words ad- 


visedly, “systematically routed, and properly, scien- | 


tifically, and fairly timed, the only recourse being, 
when a man persistently fails to come up to the 
perfected standards, to discharge him?” 

Mr. Barth: A system of that kind is perfectly 
workable, in my opinion, but I should not want 
to lend myself to the adoption of such a system 
because a system of that kind would be far more 
liable to result in increased production without the 
working man getting his share of it. 

Commander Long: I was not expressing any 
opinion; I was just asking a question. 

Mr. Barth: I understand that. I am afraid, Mr. 
Chairman, that with such a system your fears would 
be more justifiable. That is all. 

Thereupon, at 5.10 o'clock p.m., the committee 
adjourned to meet at 2 o’clock p.m., Friday, Febru- 
ary 2, 1912. 


Wilfred Lewis | 

October 16, 1854 Becember 29, 1929 

As we go to press word has just been received of 

Mr. Lewis’s death at sea on his return from the World 

Engineering Congress in Japan, where he had been 

serving as a Taylor Society delegate. Details of his 
life and work will be printed in the next BULLETIN. 


tj 
Mi 
Fe 
} 
i 
i 
t 
eh 
Ls 
4 
¢ 


Reviews of the New Book 
“Scientific Management in 
American Industry” 


An Engineer’s Appraisal 


By DEXTER S. KIMBALL 
Dean of the College of Engineering, Cornell University 


HIS interesting and instructive volume is a sym- 
posium by prominent members of the Taylor 
Society and is issued under the auspices 
of that society. It is by far the best piece of work 
that the society has fathered. The twenty-six con- 
tributors to the volume are all well known in the 
field of management and its literature. The book 
is divided into six sections as follows: Introduc- 
tion; Management Research; Management Stand- 
ards; Control (of operation); Control (through 
standards) ; Human Aspects. It will be seen, there- 
fore, that the book is not simply a collection of 
icles, but has been carefully planned and co- 
ordinated. This editorial work was done by Mr. 
S. Person, Director of the Taylor Society, and 
itihas been well done. The volume presents an 
appearance of continuity that is helpful in grasp- 
the trend of thought back of its conception. 
he book presents scientific management in its 
many aspects as it appears to these authorities 
today. It is not simply a reiteration of Mr. Taylor’s 
philosophies or actual accomplishments, except as 
is necessary to lay a background and a foundation. 
There are no lengthy descriptions of Taylorized 
plants, but it is rather a series of excellent papers, 
grouped under the leading headings given in the 
foregoing, that show what is being done in the 
field today. 

Ss everyone knows there has been constant 
growth and change in the field of management ever 
since Taylor’s classic experiments. His ideas have 
been adopted under many combinations of elements, 
no two alike, yet all tending in the same direction. 
This volume treats of many of these elements in 
their latest forms without endeavoring to set up 
1 combinations. Therefore, it is of value to all 
inistrators and students of this new science 
without reference to size or character of plant. 

s President Kendall in his foreword has noted, 
the book marks the first decade of organized work 
of the Taylor Society. The society has existed for 
twenty-five years, but during the earlier period it 
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was of a rather informal character. Ten years ago, 
however, the society established a permanent office 
and a staff of workers and, as President Kendall 
states, “This book is a summary of a decade’s study, 
analysis and exposition of the philosophy, princi- 
ples and procedures of scientific management; and 
a picture of its status and influence today.” The 
Taylor Society is to be congratulated upon this 
very fine production which should be in the posses- 
sion of all who are interested in this most important 
field. 


Economists and the “Mental Revolution” 


By HORACE TAYLOR 
Assistant Professor of Economics, Columbia University 


HE MODERN system of industry, Topsylike, 
just grew. Lacking plan or pattern, deriving 
its specific forms from the sheerest accidents, 
having its motivation in nothing more consistent 
than bugeness expediency, the new industry became 
a “system” only when it grew to self-consciousness 
with maturity. Business men, Olympian in their 
magnificent individualism, established “independ- 
ent” enterprises such as factories, railroads and 
electrified communication without reference to their 
functional implications to any system at large, but 
simply and solely because these modern contri- 
vances promised pecuniary rewards, which, accord- 
ing to the tenets of business itself, is reason enough. 
The very lack of systematic implications, however, 
means that the launching of industrial enterprises 
and of the policies necessary for their continued 
operation were based on mere matters of opinion 
or, aS we sometimes say, of speculation. 
Systems exist only in our minds. They are ways 
in which the mind comprehends an array of more 
or less discrete particulars and identifies significant 


relationships among them. Obviously, the kind of 


system created by a given mind depends on the 
direction or point of view from which the mind 
is projected and also the technical criteria with 
which the mind is equipped. Thus a “system of 
industry” may be conceived by an economist as a 
congeries of pecuniary relationships. Or, to an 
engineer, it may consist of a complex of mechanical 
processes. The business man, on the other hand, 
is busy with the practical and important problems 
of making profits for himself or for his stockholders. 
He is little concerned with systems, nor is he suffi- 
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ciently detached for system-building until he is 
forced, by the immediate problems with which he 
is faced, to seek the threads of relationship which 
tie discrete facts into broad questions of policy. 
That business men are seeking and finding these 
threads is evidenced by several contemporary ten- 
dencies. Thus, for example, the old notions of 
“independent” enterprise are giving way to a con- 
sciousness of group interests which is best illus- 
trated, perhaps, by the absorption of functions by 
trade associations. The integration of industrial 
processes and the wider employment of contracts 
go still farther in recognizing the lack of independ- 
ence among private business concerns. And, most 
striking of all, the wide interest in methods of 
internal control—the precise standards of scientific 


management—demonstrates a genuine desire for 


systematic understanding on the part of the busi- 
ness community. These movements in the direc- 
tion of systematization of industry appear to mark 
a partial realization of the “mental revolution” so 
urgently sought by Frederick W. Taylor. 
Engineers, next to business men, have had the 
largest part in shaping modern industry. The in- 
dustrial revolution received its impetus from new 
methods of generating and applying power. Back 
of those developments—and essential to them—lay 
the triumphs of marine engineering and navigation 
of what historians call the commercial revolution. 
In fact, to trace genetically the contributions of 
engineers to industry would take us beyond Hero 
and Archimedes to the truly revolutionary inventors 
of the wheel and the lever. And yet, in spite of 
their constant concern with the affairs of industry, 
engineers have not, until recently, been admitted to 


its inner councils. Business men traditionally have 


employed engineers to perform prescribed tasks but 
have reserved to themselves the determination of 
what to do and how to do it. When, in their con- 
sciousness of need for systematizing their affairs, 
they commission engineers to establish standards 
and to co-ordinate and synchronize the operations 
of their businesses, the deviation from convention is 
so marked that we regard it as another escapade 
of those revolutionary engineers. We call it a 
“mental revolution.” | 

Since Taylor’s early experiments at Midvale the 
engineers have been creating a science of manage- 
ment along lines laid down by him. And yet, per- 
haps because the participants in this movement are 
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more interested in working on their problems than 
in explaining their ideas to the world at large, 
laymen have had very little understanding of what 
the new science is or of what it is about. The 
Publicity that the movement has received has been 
in part sensational and in part vitiated by charlatan- 
ism and misunderstanding. Many engineers have 
written monographs and articles concerning the 
detailed problems with which they were working— 
in fact the New York Public Library published an 
impressive bibliography of these works several 
years ago. Yet the workers in the field, apparently 
by tacit agreement, did not attempt a systematic 
account of basic principles, leaving the works of 
Taylor himself as a foundation of doctrine. And 


| Mr. Taylor, genius that he was, was not gifted at 


exposition. Perhaps this is best evidenced by the 
fact that his clearest declaration of principles was 
presented in his testimony before a congressional 
committee when he merely answered the questions 
that were asked. At any rate laymen went right on 
believing that scientific management was time and 
motion study, or a bonus wage plan, or functional 
foremanship, or cost analysis, without realizing that 
these are only devices of a system which seeks 
to standardize all industrial processes and opera- 
tions and to create comprehensive controls on the 
basis of these standards. A few recent works, 
among which the volume edited by Edward Eyre 
Hunt, Scientific Management Since Taylor, is out- 
standing, have attempted to evaluate scientific man- 
agement in fairly general terms. Yet, even in these 
works, there is lacking any clear exposition of 
principles, 

For all of these reasons, as well as for merits of 
its own, the new volume of the Taylor Society, 
Scientific Management in American Industry, is a 
major accretion to the literature of this subject. For 
the first time there is presented to readers who are 
not engineers a working idea of scientific manage- 
ment in its total aspects. To criticize here the 
detailed matters of research, standards, controls 
and organization with which the book is concerned 
would be both presumptuous and of little worth. 
That, again, demands the attention of an engineer. 
Yet some of the implications of scientific manage- 
ment, and of this volume in particular, to the field 
of economics may properly be considered. 

Classical economics is based on hypothetical 
restrictive tendencies. The system of Ricardo, for 


> 


2 
: 
é 
. 
its 
i 
4 
§ 


example, is centered about his doctrine of rent. 


And the rent principle draws its power from the 
law of diminishing returns. How cogently it is 
argued from these premises that wages tend to 
equal a bare subsistence and that capitalists ulti- 
mately are frustrated by land owners is known to 
_ students of economics. Of course they also 
know that the occupations which pay only sub- 
sistence wages are becoming less numerous. And 
there is tragic satire in the thought that farmers 

garnering the economic surpluses at the ex- 
pense of the owners of business. There is no lack 
of logic in tle classical structure—no essential con- 
tradiction in terms. There is, however, a wide 
divergence between the hypothesis and the relevant 
facts or, if you please, the engineering. As regards 
production the restrictive tendencies which fence 
in the economic processes described by the classi- 
cists are diminishing returns of land, labor and 
capital and increasing disutility of work. These 
matters, to the engineering mind, are not hypo- 
thetical foundations for system building; they are 
rather problems to be solved. Their attacks on 
these problems have resulted in a clearly defined 


' recession of the point of diminishing returns and 


in a complete revision of our quantitative ideas 


concerning productivity. 


odern followers of the classical tradition who 
busy themselves with constructing static systems 
may argue that the changes wrought by engineer- 
ing science do not impair the foundations of their 
work; that diminishing returns and increasing 
disutility, while becoming less closely restrictive,, 
continue to operate as ultimate forces in creating 
the market equilibrium with which they are con- 
cerned. This position, again, on purely logical 
grounds is perfectly tenable; on experimental 
grounds it may be verified by reference to the 
inertia of physical bodies, including those which 
are human. The danger which they run, however, 
is that the conclusions which they reach may in 


_time be as remote from the facts as those spun from 


the fine reason of Ricardo. Perhaps the trends of 
technology are themselves more important materi- 
als for systematic study than those of which static 


economics is built. 


f the various general factors of production 
whose proportionality is seen by economists as 
involving the problem of diminishing returns, the 
most frequent contemporary reference is to the total 
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functions of management. Mr. John A. Hobson, 
while not addicted to classical patterns of econom- 
ics, has given us a clear statement of this position. 


Although there must be conceived to be an ultimate 
limit to the economy of large production dependent on 
the necessity of having recourse to inferior or more ex- 
pensive sources of raw materials or power, this, save in 
rare instances, is not the actual limit. So likewise, though 
the practical limits set upon the elaboration of machinery 
and the division of labor may fix the maximum size of 
an individual plant, it does not limit the size of a business, 
which may contain a number of such plants, and will tend 
to increase this number so long as the net economy of 
business administration is subserved thereby. This being 
so, the only substantial limit to the growth of a business, 
from the standpoint of economy of supply, has reference 
to the application of administrative power; in other words, 
of the factors that constitute the business-unit, ability of con- 
trol and management must be regarded as a constant factor. 


(Italics not in original.) 

There are plenty of engineering evidences to 
support Mr. Hobson’s opinion that there is, for 
any industrial establishment, a “typical magnitude” 
which tends to yield maximum efficiency and econ- 
omy—at least, there is at any given time. But to 
regard management as a “constant factor” is to 
ignore the expansion which has been given it by 
scientific management. The volume Scientific Man- 
agement in American Industry shows management 
not to be a “constant factor”; i.e., it is not inherent 
and immutable. It consists rather of an acquired 
and flexible technique which may be adapted to 
changing conditions of size. 

The precise points at which the engineering and 
economic sciences converge are the very conditions 
which give rise to scientific management. Although 
operations which are manual, or which are in con- 
junction with the most primitive tools, may be 
studied with reference to “efficiency,” it is only with 
division of labor, mechanization and increased com- 
plexity of organization that the special techniques 
of industrial engineer and economist are invoked 
or, for that matter, exist. These conditions are, 
in brief, the characteristics of large-scale industry. 
That modern industry is, and should be, organized 
into large units is well, but differently, understood 
by both engineers and economists. The engineers 
see in large-scale operations a host of ways of 
promoting physical efficiency. The economists in- 
cline to regard it as a means of reducing unit costs 
of production. The directors and managers of in- 
dustrial concerns, conditioned in their thinking by 
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large and growing fixed charges and motivated by 
what their accounting systems tell them about unit 
costs, are pragmatic participants in the “mental 
revolution.” Their participation is toward the nulli- 
fication of Veblen’s famous formula that industrial 
efficiency in producing goods is restricted by the 
interests of business men in securing profits. Busi- 
ness men have adopted and adapted scientific man- 
agement for the very good reason that it pays. 
Perhaps it does not yet pay to give engineers carte 
blanche in industry; conceivably it never will. But 
the area in which they are permitted to work grows 
ever wider, and the Veblenian sabotage declines 
apace. The “mental revolution,” like its industrial 
counterpart, does not take place overnight. 

The problems of industrial engineers and econo- 
mists converge insofar as physical efficiency and unit 
costs are complements to each other. Beyond that 
there is some divergence of their interests. The 
role of engineer is cast in a business setting. Scien- 
tific management has grown up in private and 
acquisitive industry. It could only cease being a 
doctrine and become a working principle when and 
because it promised to promote acquisition. It is 
true, of course, that the principle extends beyond 
the limits of individual factories and comprehends 
a host of services and facilities whose co-ordination 
and synchronization are essential to physical eff- 
ciency. It also is true that a general adoption of 
the methods of scientific management—tempered 
perhaps by careful consideration of the interests of 
wage-earning groups in steadiness of employment 
—would go far to promote the total industrial 
stability in which the economist is concerned. This 
is for the reason that scientific management re- 
places “matters of opinion,” or “speculation” with 
measures and standards—with “facts” in the en- 
gineering sense of the word. That the measures 
and standards of scientific management may be 
used in creating such stability is assumed in the 
post-war programs of “rationalization” of industry. 
And yet there are ramifications through the eco- 
nomic structure of the very matters with which 
engineers are working—and to these ramifications 
the standards and controls of scientific management 
do not extend. Such for example, are the “abnor- 
malities” of credit inflation, of unemployment, of 
over capitalization, of industrial depression, of over 
production. Engineers are thoroughly conscious of 
these mattters, and deeply concerned about them 
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because they impede the work which engineers are 
trying to do within industry. Yet these are prob- 
lems to which their techniques do not directly 
apply and concerning which they have no authority. 
Engineers and economists, the firmest of all be- 
lievers in division of labor, leave each other to their 
respective tasks. And their dependence on each 
other is as great as that of workers on an assembly 
line. 

Mr. Robert Bruére, in the masterly article on 
“Industrial Relations” which he contributed to 
Scientific Management tn American Industry, treats a 
special phase of this divergency between engineers 


- and economists. That scientific management has 


made important improvements in the immediate 
relations between employers and employes he is 
certain. Yet he points out: 


What goes on inside the factory is only one part of the 
problem of scientific management in its full meaning; the 
other lies within the life of the enveloping community. 
Important as are local shop rules and systems of wages, 
the common law and public opinion, together with the 
statutes through which the community gives expression to 
its unfolding objectives, not local shop rules or any system 
of wages, form the more important basis of industrial rela- 
tions; for these are not merely relations between wage- 
working employes and property-owning employers as such, 
but are fundamentally relations between two groups of 
citizens who are equals in the sight of the law. The func- 
tion of the modern science of industrial relations is not 
only to create harmony within the factory; its greater 
function is to give practical effect to this doctrime of equal- 
ity in civil rights and individual opportunities which under- 
lies all democratic government. 


It is in clearing up the ambiguities in such 
matters as this, in substituting scientific knowledge 
for matters of opinion—in brief, in doing in their 
own field what the industrial engineers have done 
in theirs—that economists are challenged to parti- 
cipate in the “mental revolution.” 


News of the Sections 
Japanese Branch 


November 20: “Motion Study” by Lillian M. Gil- 
breth. 


Central New York 


November 22: “Next Steps in Production and Dis- 
tribution” by Edward A. Filene. 

December 20: “What Happens to a Trade Mark 
When a Patent Expires” by V. A. 
Dorsey. 
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New York Metropolitan 


“Some Debated Questions in the 
Use of Group Incentives” by C. C. 
Balderston. : 


November 21:, “Scientific Management as a Phil- 
‘osophy of Optimism”: by Harlow 
-§. Person, Frank B. Copley and 
Robert W. Brueére. 


October 24: 


University of Pennsylvania 


November 14: “The New Day in Management” by 
Henry P. Kendall. 


Reviews 


An Approach to Definite Forecasting. By Lincoln W. 
Hall, The University of Pennsylvania Press, Phil- 
adelphia, 1929, pages ix, 142. 


Using a number of constructed and observed series, the 


| author describes with considerable repetition a method of © 


| determining the principal components of a time series, viz., 
_ the cyclical fluctuation, the seasonal variation, and the 
secular trend, all of which are carefully defined for his 
purposes. Following this there is set forth in some detail 
a method by which these components and their relative 
intensities can be made to indicate the future aspects of 
the series. Quoting the author, “the purpose of this study 
is to expound a methodology which is readily adaptable to 
any and all types of public and private business for their 
own private use, the data to be expressed in the terms of 
the units which the particular company supplies to the 
world.” 

It is somewhat difficult for the reader to comprehend 
how the method of forecasting described can be applied 
first-hand for the ready determination of the future trend 
of some of the more common and everyday types of indus- 
trial commodity statistics. This may be due to the fact 
that underlying theory is subordinated to exposition of 
technique while the examples used, being limited to the 


more fundamental type, do not serve to illustrate ade- 


quately the application of this method to products that 
are beset with greater ranges of short time modifying 
influences. 

For instance, how would the sales director of the X Y Z 
Motors Corporation use this method to forecast his 1930 
and 1931 sales? According to it, he would have to depend 
for his results on analyses of previous sales of automobiles, 
both for the industry as a whole and for his company, 
segregated according to types and models manufactured. 
These analyses would reveal, possibly, the existence of 
certain cycles and other components which, with their 
relative intensities, could be used to set up what might be 
called a reasonable sales expectancy. 
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But the sales director must go beyond a reasonable expec- 
tation and definitely forecast a sales schedule that can be 
translated into terms of a definite production schedule. To 
do this, he may possibly have to take into consideration 
the probable effect of a poor cotton year in one section 
of the country, a good wheat year elsewhere, strikes and 
suspended industrial activity in certain areas, to say nothing 
of possible heavy market losses in most urban areas. 

It might be argued that previous sales figures are the 
resultant of all phenomena that ever operated positively or 
negatively on the industry and, consequently, are a tested 
measure of what is likely to happen in the immediate 
future. This inclines toward action and reaction theory. 
But it is not sufficient for really definite forecasting, and 
to complete the picture one must study the relationships 
that exist between the various forces that have resulted 
in establishing certain figures. In other words, it is diffi- 
cult to escape the necessity of using correlated data to 
interpret and crystallize into a definite numerical forecast 
the results obtainable by the the author’s method. 

Because of its novelty, this book should be of considerably 
more than ordinary interest to statisticians and others 
confronted with the necessity of forecasting the movements 
of time series. While monotonous at times, the expository 
style employed lends itself well to the subject. 


T. R. Snyper’ 


The Useful Art of Economics. By George Soule, 
The Macmillan Company, New York, 1929, pages 
250. 


It is never fair to criticize an author for not doing what he 
does not intend to do. Mr. Soule has here aimed by a brief 
resumé of some outstanding economic problems, to show that 
the use of a fresh outlook and the newer methods in economics 
can probably point the way to improvements in the conduct 
of economic affairs. And in so far he has succeeded well. 
But Mr. Soule is an economist of unusual acumen and un- 
canny insight into the newer attack on economic theories 
and maladjustments. And those familiar with his shorter 
writings will, I believe, be a little disappointed that his theme 
is not a broader one, and his analysis not more inclusive. 
His aim is frankly popular, yet the effort at simplification 
has not resulted in a treatise which shows how the study of 
the newer economics can make sense and point or direction 
out of the plurality of economic activities. The plurality of 
problems is well suggested but the synthesizing effort seems 
to me to be left more to the reader than it should in view 
of the author’s profound understanding of his subject. My own 
hope is that this volume is but the preface to a more inclusive 
statement of a new outlook on economic science and events, 
which Mr. Soule will presently give us. Meanwhile this book 
will serve a useful purpose, especially to business readers. 


Orpway TEap’ 


*Assistant, Department of Manufacture, Chamber of Com- 
merce of the United States, Washington, D. C. 

*Editor of economic and business books, Harper & Brothers, 
and lecturer on personnel subjects, Columbia University. | 
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How to Solve Typical Business Problems. By William | 


R. Basset, The B. C. Forbes Publishing Company, 
New York, 1928, pages ix, 223. 


The reader of this book is particularly impressed by the 
variety of solutions to business problems, solutions which 
require analytic study of the conditions surrounding the 
many aspects of such problems. Mr. Basset’s solutions are 
quite usual and conservative in industrial engineering prac- 
tice and are given in a manner which is calculated to im- 
press upon the executive the importance of clear-sighted 
policy and energetic practice. 

The author is on the lookout for maximum profits in 
all cases as is evidenced by his investigations to obtain 
such profits on all classes of sales and on what he calls 
the “outside dollar” of sales. By this latter term, Mr. 
Basset means those sales which are hard to secure after 
most of the business in a particular field is obtained. The 
reviewer is well aware of the fact that maximum earnings 
generally go hand in hand with variable sales policies 
which are not always sound policies in building for the 
future. There are many companies operating on the prin- 
ciples of insurance associations; they know that they can- 
not make a profit on each sale, but by standards of opera- 
tion see to making a profit on their entire volume of busi- 
ness. Strict cost accounting is not am economic tool in 
all cases, neither is standard cost accounting. Their appli- 
cation depends on the nature of the business. 

On the economic aspects of industry, Mr. Basset writes 
that industrial leaders do not consider the relationship 
between maintaining wages and their sales, in actual prac- 
tice. Business depressions might more easily be avoided 


if the close relationship were fully recognized. The reviewer | 


recognizes this relationship and attributes the fact that 
it is not more generally in effect to the industrial leader 
whose business does not immediately depend upon the 
wages he pays. On a broad scale the relationship is 
important and would require a co-operative industry for 
its utilization. In the example the author takes, the Ford 
organization, the management has evidently experienced 
a closer relationship between its payroll and sales than is 
the case with most concerns. 

The matter of the division of profits into increasing 
wages for labor and a fair return for the functions of 
industry presents one of the most serious problems of 
our economic structure. The author correctly points out 
that better management methods with increased control 
over operations will do much toward meeting the problem. 
Industrial development in the United States particularly 
has demonstrated that unit costs of labor in production 
have decreased while wages have increased. In many indus- 
tries, workers are being paid bare living wages because 
the managements have not secured a good control over 
their operations. What such managements save on labor 
goes into the costs of inefficient management and net 
profits. 

In the matter of sales, the author presents a clear-sighted 
view of a matter which is very difficult of presentation. 
The matter of marketing, particularly marketing based on 
advertising appeal is still far from the scientific stage of 
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measurement. There are times when the courageous appli- 
cation of advertising does not secure the hoped for sales. 
With the most conservative of the large companies, the 
relationship between sales and advertising is one of cause 
and effect. They note from past experiences, that for 
given expenses of advertising in certain mediums, a satis- 
fying increase of sales and an added assurance of their 
good-will are secured. The author presents the importance 
of supplementing advertising with personal salesmanship 
and he makes the sound suggestion that the work of devel- 
oping sales and of holding the developed sales should 
be given to types of men best suited for each kind of 
sales work. The reviewer makes the suggestion, based on 
his observation that the buyer does not like an abrupt 
change in salesmen particularly just after his first order 
is in, that both the “pioneer” and the “holder” types of 
salesmen go around together in developing new business 
and become acquainted with the trade. 

In his chapter on purchasing, Mr. Basset presents for 
consideration the idea that it is just as ethical for the 
purchasing agent to show competing concerns the prices 
he is paying as it is to publish selling prices. Undoubtedly 
savings may be secured in this way, but the method in 
general practice has been found to lead to cut-throat com- 
petition. In instances, competing concerns do not object 
to the buyer’s publishing their quotations. 

In his concluding chapters, the author points out the 
trend of industrial development and its resultant economies. 
The large industrial organization is in a better position to 
furnish service because it has the facilities to constantly 
improve its methods and furnish its services at diminishing 
costs to the public. The importance of government super- 
vision for fair business practice must be considered in this 
connection. 

Altogether, Mr. Basset has courageously set forth his 
solutions to business problems, and he will be subjected 
to the criticism of men who have dealt with the same 
problems in other ways. The fact that he has secured 
beneficial results for his clients, entitles his solutions to the 
interest of executives who are on the lookout for savings. 


Georce G. Bercer® 


A Text Book on Law and Business. By William H. 
Spencer, The University of Chicago Press, Chi- 
cago, 1929, pages ix, 11106. 


Professor Spencer, who is Dean of the School of Commerce 
and Administration of the University of Chicago, several years 
ago published a three volume work under the title of “Law and 
Business.” That book, though a collection of cases, contained 
also a considerable amount of interspersed textual matter and 
a large number of “Problems” or brief statements of facts. 
It presented the fundamental principles of law in those sub- 
jects especially related to business. It is used in various 
schools of business of university grade. 


"Industrial Engineer, New York, N. Y. 


278 
‘However useful such a work as the earlier three volumes 
by Dean Spencer may be for organized classroom instruction, 
it does not invite the man who wants to read by himself. The 
book, which is being here reviewed, says in its preface 
t it is intended to supplement court decisions as materials 
of instruction in schools of business. Though well designed 
for such a purpose it is also exactly what a layman needs 
who is in earnest about reading some law for himself. 
Most books which have been written on law for the business 
tempt one to the hackneyed phrase “for the tired business 
man.” They endeavor to be simple, easy reading with a 
result that the reader cannot get much from them because 
there is not much to get. Anything of substantial mental 
ue calls for some substarttial mental effort. The fact that 
is not an altogether easy thing is not an adverse criticism 


reader will find Dean Spencer’s new book as easy as it 
be and also be substantially valuable. Difficulties are 


That runs page after page of the lucid statement of a 
who both knows his subject and knows how to write. 
layman who wishes to add some knowledge of the law 


as this guide. 
he reviewer ventures to step aside from the straight path 
of a review to urge the laymar® to read as much law as 
cers “Law and Business” presents, and to do so both as 
a cuitural matter and asa matter of direct practical bearing 
on jaffairs. The writer mentions the fact that he is a prac- 
ticing lawyer in order to lay the foundation for testifying 
here that in his experience the greater acquaintance a client 
has| with the law the easier the client is to serve and the more 
value he is likely to get out of a given amount of service. 
Hastincs Lyon‘ 


Harvard Business. Reports. Compiled by and pub- 
| lished for the Graduate School of Business Ad- 
| ministration, Harvard University, by the A. W. 
Shaw Company, Chicago, Vol. 5, 1928, pages 622; 
Vol. 6, 1928, pages 554. $7.50 per volume. 


These two volumes are continuations in the Harvard 
series of case material. They are based on a vast amount 
of first-hand study. Volume 5 consists of a miscellaneous 
collection of cases covering a large number of different 
asp¢cts of business, with commentaries by over a score of 
the various members of the Harvard faculty. Volume 6 
is a more specialized group of cases dealing with the sub- 
ject of industrial marketing, and was done under the 
direction of Professors Melvin T. Copeland and Neil H. 


‘Borden, who supply the commentaries. The books are in 


the usual buckram binding, heavy in weight, and closely 
resemble the legal tomes on which they appear to be 
modeled. 

It is dificult to appraise the value of this type of material, 
especially when consideration is given to the vast amount 
of research and funds required to produce them. As they 


*Member of New York Bar; Lecturer in Finance, Schoof of 
Business, Columbia University, New York, N. Y. 
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are designed specifically for the Harvard School’s method 
of teaching, they are no doubt as technically suitable for 
this purpose as the available time and facilities could make 
them. If, however, they are regarded not merely as text 
books for class instruction but definite source books to 
which active men of affairs will refer when confronted 
with practical problems of business, some of the issues 
raised in a review of the previous four volumes still arise.® 
The responsibility, no doubt, is upon the Harvard School 
to check up the actual use to which these volumes are 
being put outside of the classroom, so that it may either 
continue to improve or expand the Harvard business series 
as it now is, or modify it so as to make it of wider general 
service than one would suspect from an attempt to wade 


through the material in its present form. 
HERMAN FELDMAN® 


Scientific Sales Management Today. By Charles W. 
Hoyt,” The Ronald Press Company, New York, 
1929, pages v, 253. 


The present volume brings up to date the author's view- 
point on sales management, first presented by him some 
years ago in his book Scientific Sales Management. 

Unquestionably a man of wide experience and contacts 
in the sales and advertising world, Mr. Hoyt brought to 
this present work a thorough belief in the progress of 
sales management along scientific lines, and developed many 
illustrations from experience and from his extensive read- 
ing of the need for greater application of scientific methods. - 

The book is, however, more of an argument for such 
methods than an exposition of what they are and how they 
may be applied. 

Interesting chapters on selecting and training salesmen, 
equipping them, establishing quotas, planning conventions, 
etc., are illustrated by incidents from personal experience. 

It was probably inevitable that frequent reference should 
be made and one whole chapter devoted to the “scientific” 
value of direct mail support of selling effort, since the author 
was long recognized as a specialist in this form of adver- 
tising as a sales stimulus. 

The concluding chapter is a vigorous outline of the need 
for self education on the part of sales managers, with a 
philosophical analysis of how such education may be 


acquired, 
NorMAN Horn® 


Planned Marketing. By Vergil D. Reed, The Ronald 
Press Company, New York, 1929, pages xi, 346. 


In his introduction Mr. Reed states, “This book is intended 
to serve as a practical guide in planning the marketing of 
manufactured goods.” Mr. Reed has done this and in doing 


ber, 
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so necessarily has had to analyze and discuss all of the various 
factors that affect or influence market planning. 

All of these many and different factors together with the 
significance of their inter-relation are presented in a concise 
but complete manner and well illustrated by examples. 

The book is divided into six parts. 

In Part I, “Some Serious Cases and Successful Cures,” 
several actual cases involving marketing policies are stated 
and analyzed. 

Part II, “What Makes a Marketing Plan,” discusses the 
different factors influencing marketing; the company and its 
setting, the product, the market, distribution, advertising and 
the co-ordination of factors. 

Part III, “The Market Survey,” gives the procedure of 
making a survey and covers the’ different methods employed 
and the value and pitfalls in each. 

Part IV, “Building the Foundation of the Marketing Plan,” 
shows the application of the survey to policy building and also 
discusses Budgets and Quotas. 

Part V, “The Advertising Plan,” is concerned entirely with 
advertising. In itself it is an excellent analysis of advertising 
purposes and plans, but the relationship of advertising to 
the general marketing plan is kept in the foreground. The 
author states, “After all, the advertising campaign is but one 
part of a marketing plan—not the plan.” The question of 
the amount of the advertising appropriation is discussed in 
a clear-cut manner as well as the question of successes and 
failures in advertising. 

Part VI, “Keeping the Plan Fresh,” can hardly be called 
a summary but treats with market trends, improving old 
products, finding new markets and new outlets and shaving 
distribution costs, all of which utilize facts brought out in 
the preceding parts of the book and show the inter-relation of 
different marketing factors. 

The character of the book is well expressed by Paul H. 
Nystrom, who wrote the introduction to the book: “It is full 
of practical suggestions . . In fact, it is veritably an 
encyclopedic treatment of this important subject. This work 
deserves the careful attention of men engaged in the diffi- 
culties of forming and executing plans for the marketing of 
goods.” 

C. L. Barnum® 


The Labor Movement in the United States: 1860-1895. 
By Norman J. Ware, D. Appleton & Company, 
New York, 1929, pages xvii, 409. 


This volume is a continuation of the history of the American 
labor movement which Professor Ware presented in his earlier 
book, The Industrial Worker: 1840-1860. The present work 
is primarily a study of the Noble Order of the Knights of 
Labor, which was founded in 1869, and from about 1879 to 
1890 was the most important labor organization in the country. 
In a series of chapters which, though often too detailed, are 
frequently characterized by brilliant character sketches, spir- 
ited analysis, humorous turns and a fine sense for the dramatic, 
the author describes the relation of the organization to the 
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Catholic Church, the trade unions, and to the new American 
Federation of Labor and its predecessor. The unsteady career 
of the Order, its experience with strikes, boycotts, co-operation 
and politics, and the part played by its leaders, all receive 
attention. In spite of his justifiable preoccupation with a 
single union, Professor Ware does not neglect the other organ- 
izations of the period. 

The study is especially important because it corrects several 
oft-repeated generalizations about the Knights of Labor. In- 
stead of being primarily based upon the so-called “mixed” or 
“labor” local, to which workers of any craft or industry 
might belong, the organization originated with a strictly craft 
union, its early locals were all of the same type, and through- 
out its career such unions remained members of it, were often 
organized by it, and in several cases joined it as national or 
district trade assemblies. The Order is often cited as an 
example of a highly centralized union. The author shows 
that though on paper authority was concentrated at the top, 
in practice the local and district assemblies did pretty much 
as they pleased. 

Two things stand out in one’s mind after reading this book. 
The first is the catholicity of the Knights of Labor. It was 
ready and willing to organize everybody everywhere. Craft 
exclusiveness and trade aristocracy had no place in its philos- 
ophy. Its motto was, “An injury to one is the concern of all.” 
The second point is the unplanned and fortuitous nature of 
its career. What it decided to do it could not accomplish. 
What it wished to avoid, as, for example, strikes and boy- 
cotts, were forced upon it. It planned centralization and ex- 
perienced decentralization. It strove many years for an 
increase in membership, and in 1886 found its desires so well 
met that it had to call a halt to the formation of new assem- 
blies. Its leaders, despite their conservatism, found themselves 
charged with responsibility for the Chicago anarchists, and 
throughout the greater part of its history it was led by 
Terence Powderly, who neither looked nor acted like a labor 
leader. Indeed, Professor Ware declares that “He acted more 
like Queen Victoria at a national Democratic convention.” 
The miracle of it all is that this organization was for years 
the most important and influential labor union in the country. 

Epwarp BERMAN” 


Industridl Explorers. By Maurice Holland, with 
Henry F. Pringle, Harper & Brothers, New York, 
1929, pages Xii, 347. : 

The book aims to explain in popular form what is meant 
by industrial research by narrating the achievements of 
nineteen leaders in this field. For the most’ part the sub- 
jects chosen are those with which the general public comes 


in contact in everyday life—paper, bread, coffee, fish, glass, 
kodaks, leather, with the notable exception of automobiles. 


_ The methods used and the results accomplished by research 


workers are set forth in attractive fashion; and the chapters 
are not seriously marred by the efforts of the authors to 
bring the treatment down to the supposed level of intelli- 
gence of the average newspaper reader. When presenting 
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the work of Arthur D. Little and of Willis R. Whitney, 
they are very successful in giving a portrait of the man 
self; in other cases, their enthusiasm for the particular 
wonder story in hand leads them to leave the hero standing 
the sidelines. 

he theme of the book is the imperative necessity of 
industrial research. Since the idea is kept before the reader 
through a wide range of examples. the iteration does not 
become monotonous, and the vigorous fashion in which the 
argument is driven home is well calculated to make the 
book serve the useful purpose for which it is designed. 


G. Pearson™ 


An American Business Adventure. “By Mark H. Dix, 
Harper & Brothers, New York, 1928, pages viii, 
182. 


his is an absorbing story of an adventure in human 


relations, simply and effectively told by one of the sons © 


of the central figure, Henry A. Dix. For those of us 
who are interested in observing changing relationships in 
industry the book is only the beginning of a story whose 
continuation we should like to read some years hence. 

Henry A. Dix came to this country in 1896, at the age 
of forty-two, to escape persecution as a Jew in Russia 
and to make a new life of freedom for himself and his 
family in America. The book tells how fully he was able 
to realize this aim. He brought with him considerable 
means, as well as high ideals, sound common sense and 
much real kindliness. When his first farming venture did 
not turn out well, he invested all of these assets in a 
small manufacturing business beside his home in a little 
New Jersey town. There he made house dresses that 
were simple, attractive, well-made and at the same time 
cheap. The business grew to include’two other New Jersey 
factories and a New York headquarters and sales office. 
But growth was never Mr. Dix’s main idea. Quality and 
right conditions for all concerned in the enterprise were 
his interests. When we read that he operated on a five- 
day, forty-hour week as early as 1912; granted vacations 
with pay even to piece workers; went through the depres- 
sion of 1920 without a reduction in working time or wages 
(and this in the garment industry); steadily refused to 
give out work to the New York contract sweat shops; 
that| he early eliminated traveling salesmen, did not try 
to encroach on the territory of his competitors and suc- 
ceeded in resisting the urge to expand beyond a on 
point, in spite of the general tendency, it is hard to believe 
that we are reading facts. 

After twenty-five years of this adventure Mr. Dix turned 
over the ownership and management of his business to a 
small group of his former executives. All the common stock 
of the company was made out to these men on the condition 
that they pay him in yearly instalments, on the basis of 
the book value of the concern, out of their net profits. 
They do not have to complete payment at any given time 
but he holds first and second preferred stock until such 
time as the obligation is met. In order that all the employes 
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might participate in the profits of the business, he made 
provision for granting them shares of a special 7 per 
cent preferred stock on a basis of length of service and 
position. Something of what these new employe-owners 
have done, under Mr. Dix’s guidance, in the five years since 
the transfer is told in the book. What we are eager to 
hear is the story of their progress after his guidance has 
been withdrawn. 

The writer of this book was perhaps too intimately con- 
cerned with its material to give us an unbiased account. 
Its very sentimentality, however, which has every evidence 
of being sincere, is in pleasant contrast to the stories of 
many industrial enterprises of the day. The book should 
not be described but read—especially by employers. 

Heten A. Carnes” 


The Secretary's Handbook. By Sarah Augusta Tain- 
ter and Kate M. Monro, The Macmillan Com- 
pany, New York, 1929, pages xii, 372. 


This little book brings under one cover much of the informa- 
tion constantly needed in an office; it is being used with profit 
in the office of the Taylor Society. Extensive references to 
other authoritative works supplement it adequately. 


Books Received 

Arbeitspsychologische Leitsitze fiir den Zeitnehmer. 
By Walther Poppelreuter, Verlag von R. Olden- 
bourg, Munich and Berlin, 1929, pages vili, 99. 
(8 marks) 

Business and Professional Speaking. (3 Vols.) By 
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($6.50) 
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1929, pages xi, 130. ($1.50) 

Trends in Foundry Production (In the Philadelphia 
Area). By Anne Bezanson and Robert Gray, 
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An Open Forum 


: A meeting of the Taylor Society is an open forum. + 

; The public is invited. There is no “registration” or other admission charge. 

All members and all guests are welcome at all sessions, no matter how “particular” the subject. 
Every subject is considered from the point of view of its bearing on general management. 
Publications of the Taylor Society are available by subscription to the public. 


“The open mind toward experience requires the open forum for appraisal of experience. For 
just as the field of determination of facts by scientific method is growing broader, the field of the 
determination of the significance of the facts is likewise growing broader, this latter determination 
being a group rather than an individual responsibility.” 


A Management Engineer’s Creed 


The sublimest duty of the engineer is to keep the faith: 


The faith of the client that he will not undertake what he knows to be beyond his ability ; and that 
with respect to what he undertakes he will give conscientious service to the limit of his ability; 


The faith of his fellow engineers that he will remain true to his science and will magnify and not 
cheapen it; and that he will base his efforts for public recognition upon ability, scientific attainment 
and actual performance, and not upon ambiguous self-laudation ; 


The faith of the community that he will undertake no service inconsistent with ji public wel- 
fare and that im service consistent with the public welfare, but in which the interests of groups appear 


_to come in conflict, he will judge carefully and sympathetically the claims of rival interests, and attempt 
te establish that unity of purpose which promotes the public welfare. 
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